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The Status of Our Industry 


N THE PRESENCE of existing 
I world conditions — indeed, un- 
der all circumstances — business 
must look to its strength and safe- 
guard its future. This is particu- 
larly true of insurance, upon which 
virtually all business and industry 
depend to a very large extent. Yet, 
lots of people seem to think that, 
somehow, the insurance business 
has a magic wand by which it can 
prosper on rates that are still geared 
to comparatively normal conditions 
in a period of rampant, world-wide 
inflation. Everything today is at- 
tacking the surpluses of insurance 
companies. Taxes are high, the 
stock market is soft, claim reserves 
and unearned premium reserves 
have reached new peaks, and the 
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value of the dollar is considerably 
less than it was when commitments 
or reserves were set up. Although 
prices for everything else have kept 
pace with inflation, insurance rates 
have advanced comparatively little. 

The United States Department 
of Labor reports that prices for all 
consumer products have increased 
on an average of 73 percent since 
1940. Now compare the increase in 
rates for insurance. Automobile 
liability rates have advanced only 
29 percent, boiler and machinery 
rates a mere 12 percent, and bur- 
glary insurance rates 10 percent. 
Liability insurance, other than auto, 
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has actually dropped 5 percent, 
and only in the case of glass insur 
ance do the rates compare with 
the increased cost of consumer 
goods. The rates for many forms 
of fidelity and surety bonds have 
actually 
The price of a primary commercial 
blanket bond, for instance, is 52 
percent lower today than it was in 


1938, and blanket position bond 


decreased _ substantially. 


rates have dropped 65 percent. 


Look AT THE RECORD 


Insurance, like every other busi- 
ness, is entitled to a fair, reasonable 
profit. The record shows that we 
are not making that profit. We are 
starving for profits in the presence 
of abundant business. There must 
be increased capitalization to meet 
the heavy demands for more insur- 
ance, and in order to get that cap- 
ital the companies must be given 
adequate rates so they can show a 
profit which will attract investment 
money. Government itself now has 
a stake in the success of the insur- 
ance business. Having assumed the 


responsibility of ‘completely regu- 


lating our business, government 
has the twin responsibility of seeing 
to it that regulation works. 

It is not my purpose to bring up 
controversial issues. We have fixed 
our wagon to the agency system. 
We do not regret that step, and 
we will not shirk our duty. By the 
same token, more agents must re- 
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cognize that they have a respon- 
sibility to work with the companies 
in an effort to solve problems which 
are a threat to all of us, companies 
and alike. This calls for 
better understanding and closer 
cooperation between the producers 


agents 


and the management of our busi- 
ness. It is gratifying to observe that 
the agents have energetically taken 
up the active consideration of ac- 
cident prevention, and I now ap- 
peal to them to also consider more 
fully the status of our 
business today. 


financial 


At the meeting of the National 
Association of Insurance Agents in 
Chicago several months ago, plenty 
was said by the agents’ spokesmen 
about the companies’ inability to 
accept all of the agents’ offerings 
for coverage. Let us compare, for 
a moment, conditions existing today 
with the conditions that existed 
several years after World War I. 

Not Mucu DIFFERENT 

World War I ended November 
11, 1918. In the succeeding three 
calendar years, 57 new casualty 
companies were organized, but I 
am unable to find that more than 
32 of such companies actually were 
able to raise capital and commence 
business. The amount of capital 
raised for the 32 companies was 
relatively insignificant, totalling ‘a 
little more than $11,000,000, or an 
average of $350,000 per company. 
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This record is not at great variance 
with the establishment of new cas- 
ualty companies in the past three 
casualty 
companies launched, 
with a total capital and surplus 
fund of only $7,300,000, or a mere 
$215,000 per company. 

The recent large disparity be- 


years. Thirty-four new 


have been 


tween the amount of capital per 
(the licuidating 
value) in casualty companies and 


share so-called 
the market prices of such stock, 
therefore, has not made it entirely 
impossible for small groups, desir- 
ing to organize their own com- 
paratively small companies, to go 
into business. But, is it not a fact, 
because of this disparity between 
so-called liquidating value of the 
bid asked 


prices, that sufficient new capital 


companies and and 
has not been attracted to our busi- 
ness? 

During 1947 and 1948, to date, 
13 large, prominent and successful 
fire and casualty companies have 
deemed it worth while to increase 
their surplus funds under circum- 
stances in which the worth of cap- 
ital invested is so lightly approved 
that found it 


necessary to offer their respective 


these companies 


stock for sale at prices equivalent 
to only 53¢ per dollar to invested 


capital. In other words, the new 
stock had to be offered at a dis- 
count of 47¢ on the dollar to make 
it salable, and even then it proved 
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necessary to sell large proportians 
of the new issues to investors other 
the stockholders of the re- 
spective companies who received 


than 


pre-emptive rights to subscribe to 
the additional stock. 

therefore, which 
both 
executives alike is this: 


A question, 


should intrigue agents and 


company 
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Why has it been necessary to offer 
the stocks of sound and successful 
old insurance companies at 53¢ on 
the dollar in order to raise addi- 
tional capital to partially take care 
of the needs of the producing 
forces? 

Of course, there is no single 
reason for this, but in the insurance 
business, as in all fields of industry 
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and commerce, capital is obtainable 
in proportion to the indicated abil- 
ity of the company seeking funds 
to earn an acceptable return on 
new money. It would not be pos- 
sible for United States Steel, Gen- 
eral Electric, Westinghouse, Gen- 
eral Motors, duPont, or any other 
large manufacturer, to invest ad- 
ditional money in plant and equip- 
ment unless the management felt 
the additional capital investment 
would earn from 10 to 15 percent 
per annum. The insurance business 
has had no such lucrative return 
to offer as a bait for the additional 
capital it needs. Hence the neces- 
sity of diluting substantially the 
equity of old stockholders in the 
earnings and assets of insurance 
companies in order to obtain their 
additional capital. 


THE Main REASON 

The primary answer is related 
very, very closely to the question 
of “capacity,” which has been so 
much to the forefront in the minds 
of both agents and company execu- 
tives during the past several years. 
For here is, in effect, what we are 
up against: 

The producer naturally applies 
pressure on his casualty company 
to provide a market for his busi- 
ness, because in some way protec- 
tion must be furnished to the in- 
sured. The casualty company would 
like to provide that protection for 
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its agent; both are in business to 
sell their wares and neither can 
earn a profit unless the insurance 
is sold. But, casualty executives 
are admonished, either by innuendo 
or sometimes more directly, that if 
they fail to provide adequate fa- 
cilities for all, those facilities might 
have to be provided by others— 
presumably by the Federal or state 


governments. 
REGULATORY AUTHORITIES PART 


At this juncture, our regulatory 
authorities enter the picture. In 
some states, companies have been 
urged (or might coerced be a bet- 
ter word?) to expand their writings 
in a given line—to provide an ade- 
quate market despite the fact that 
the underwriting experience on the 
coverage had been unprofitable. 
But, at the same time, regulatory 
authorities in other states are ad- 
monishing the same companies 
either to curtail their premium 
writings or increase their capital 
funds, or suspend dividends to 
their stockholders. Was there ever 
a better example of a company 
executive being between the upper 
and nether millstone? 

But this is not the worst part of 
the picture. A subcommittee of the 
National Association of Insurance 
Commissioners is investigating the 
1921 profit formula of the fire in- 
surance companies to determine 
whether 5 percent might not be an 
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excessive allowable underwriting 
profit margin. Out of this study 
comes an industry report which 
basically suggests that the maxi- 
mum allowable rate on capital in- 
vested in the insurance business be 
restricted to an amount so small in 
relation to earnings on capital in 
other industries, that it would be 
impossible to obtain additional 
capital funds for any insurance 
company! 


THE DiLEMMA 


Thus, as the bewildered com- 
pany executive is being urged by 
his agents to accept additional 


risks, he is being urged by the 
regulatory authorities both to ex- 
pand and curtail his premium writ- 
ings. Concurrently, he is being per- 


suaded by some states to increase 
the capital and surplus of his com- 
pany to provide larger carrying 
capacity while a report is being 
circulated which—if its socialistic 
principles were adopted — would 
make it utterly impossible to raise 
any future capital for use in the 
insurance business. I am, of course, 
referring directly to the so-called 
“McCullough Report,” which has 
been under study since 1946 on 
behalf of the fire and marine busi- 
ness, two reports of which have 
been printed and distributed to 
date. 

Although this report so far deals 
with only fire and marine insur- 
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ances, we in the casualty field have 
a direct interest in it because even- 
tually it surely will affect our busi- 
ness. We must, of course, oppose 
any report which has socialistic ten- 
dencies, and the grouping together 
of what belongs to policyholders 
and what belongs to stockholders 
should never occur. The better 
managed insurance companies give 
only a part of the increment de- 
rived from interest, dividends and 
rents to their stockholders, and 
plough the balance back into sur- 
plus. The better managed com- 
panies have their two principal re- 
serves—namely, reserves for claims 
and reserves for unearned pre- 
miums, collateralized with prime 
bonds. An underwriting profit or 
loss is a non-recurring event. All 
through the history of the insur- 
ance business, dividends have been 
maintained by the better managed 
companies because they have seg- 
regated what belongs to policy- 
holders from the fund out of which 
they pay dividends to stockholders. 


PROVISION FOR THE LEAN YEARS 


The Bible tells us that there will 
be seven years of profit against 
seven lean years. It is against these 
lean years that we must always 
provide, and it is this fund, belong- 
ing strictly to stockholders, that 
has maintained dividends 
made the equities in insurance 
companies trust securities of ac- 


and 
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ceptable value. It behooves the 
regulatory authorities not to de- 
grade insurance stocks from this 
considered position of trust. 

In this welter of questions, is it 
not appropriate to get at certain 
facts about the casualty insurance 
business of today? Let’s consider a 
few of those facts. 

LACK OF CAPACITY 

1. The first fact that I think 
worth noting concerns the lack of 
capacity to absorb the insurances 
being offered. 

Answer: All stock casualty com- 
panies in the United States re- 
ported net premium writings of 
$1,325,000,000 in 1945. Last year, 
however, net premiums written 
were $2,075,000,000, and the indi- 
cations are that premium writings 
of 1948 will be 
$2,500,000,000. 

Thus, the stock casualty 


approximately 


com- 


panies alone have increased their 


premium writings by over $1,000,- 
000,000 per annum within a period 
of only three years. In other words, 
merely the increase in premium 
writings during the last three years 
alone has been greater than the 
total business written by all stock 
casualty companies in a year as re- 
cent as 1941, when the premium 
writings were slightly less than 
$1,000,000,000. 

2. Are the casualty companies 


actually over-extended when pre- 
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mium writings amount to more 
than $2 per dollar of capital and 
surplus? 

Answer: As we came out of 
World War I, American industry 
in general and casualty insurance 
in particular had a very abrupt and 
sharp growth, just as in the last 
three postwar years. Premium writ- 
ings increased from $283,000,000 
a year in 1918 to $443,000.000 in 
1921, the growth being about 75 
percent in contrast with the expan- 
sion of 81 percent in premium 
writings in the three years follow- 
ing World War II. 

But, back in those old-fashioned 
days, no great evils resulted from 
writing more than $2 of premium 
per dollar of capital funds. In 1919 
all stock casualty companies com- 
bined wrote nearly $3 of premiums 
per dollar of policyholders’ surplus, 
and premium 1920 
were actually more than $3 per 
dollar of capital 
Many individual companies wrote 
$4 and $5 of premium per dollar 
of policyholders’ surplus, and the 


writings in 


and — surplus. 


most notable effect was that earn- 
ings of companies and agents were 
very good, and insurance stocks 
proved profitable investments for 
their owners. 

8. Does the 
underwriting profit of 5 


realization of an 
percent 
suggest that the public is being 
benefit of the 
hundreds and thousands of inves- 


plundered for the 
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THE STATUS OF 


OUR INDUSTRY 


Business and industry depend to a very large extent upon insurance 


tors who own the insurance com- 
panies? 
Answer: Hardly. Ten large stock 


casualty insurance companies last 


year wrote an aggregate of $417,- 
400,000 of net premiums on capi- 
tal funds of $207,800,000, or al- 
most exactly $2 of premiums per 
dollar of policyholders’ surplus. If 
those ten companies earn an under 


writing profit of 5 percent on this 


business and derive the investment 
income which actually accumulated 
to such companies last year, the 
net earnings after taxes would be 
equivalent to only 8 percent of the 
capital invested in the business. 
Note that this 8 
percent return (not in dividends, 


particularly 


but total earnings of which only a 
conservative fraction properly could 


be considered available for the pay- 
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ment of dividends to stockholders) 
is based upon a presumed under- 
writing profit margin of 5 percent 
and premium writings of two for one, 
which seems to be regarded as the 
maximum permissible volume in 
relation to capital funds. In other 
words, total earnings of 8 percent 
on invested capital represents the 
maximum to be hoped for from a 
company which is writing the al- 
lowable limit of premiums in rela- 
tion to its capital funds and which 
is earning the full 5 percent under- 
writing profit which some of our 
contemporaries view as excessive 
profits from insurance. 


Ficures ARE OPTIMISTIC 


Thus, total earnings at the rate of 
8 percent per annum of invested cap- 
ital would be the maximum amount 
realizable under the most extreme, 
favorable conditions. Such figures 
give no regard to recurrent periods 
like those awful five years from 
1929 through 1933, when stock 
casualty insurance companies suf- 
fered underwriting losses of 5 per- 
cent, or more than $3,600,000,000 
of earned premiums, and many of 
the casualty companies then exist- 
ing failed. These maximum realiz- 
able earnings of 8 percent on in- 
vested capital could not be attained 
if a company earned anything less 
than 5 percent profit or wrote less 
than $2 of premium per dollar of 
capital and surplus. 
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All of the foregoing facts consti- 
tute a supposititious case which 
can be found only in the laboratory 
test tube of ideal conditions. Actu- 
ally, the real facts are these: 

For the past five-year period, 
1944 to 1947 inclusive, the real 
profit of all stock casualty insur- 
ance companies averaged only 6% 
percent per annum. And this 6% 
percent represents the companies’ 
earnings from all sources, as fol- 
lows: (1) underwriting profit, (2) 
income from interest, dividends 
and rent and (3) credit given for 
30 percent of the increase in un- 
earned premium reserve. In other 
words, the companies reach an 
average profit of 6% percent only 
by following the very procedure I 
object to as being socialistic in 
principle. I call that nothing less 
than preposterous! 


Onty A Fam RetTurN 


Consider finally, if you will, that 
insurance perhaps is in the third 
round of wage increases. We are 
not in a position to pass such in- 
creases on to our policyholders as 
long as the governmental authori- 
ties maintain their present atti- 
tudes toward rates. We are seeking 
nothing but a fair return upon our 
capital investment and the main- 
tenance of the equities of our in- 
surance stocks in the position of 
trust they have held for several 
generations. Let’s not destroy this, 
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for the future of insurance may be- 
come in doubt. 

It is bad enough to be competing 
with industry and commerce, with- 
out the need of competing with 
ourselves. The agents have been 
free in the past year to criticize the 
companies they represent, and I 
hope I have set forth here the 
dilemma we are in. We are in this 
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business together. It has been prof- 
itable to all of us in the past. It will 
be profitable to all of us in the fu- 
ture if we realize and admit that 
we are partners for keeps. All we 
now need is the type of govern- 
ment supervision which will enable 
us to be harnessed under the same 
yoke and go forward. 


te 


Ten Demandments 


Here are Ten Demandments said to have been set forth by one 
Cyrus Simmons, an old wagon builder: 


1. Don’t lie. It wastes my time and yours. I am sure to catch you 
in the end, and that is the wrong end. 

2. Watch your work, not the clock. A long day’s work makes a long 
day short, and a short day’s work makes my face long. 

3. Give me more than I expect and I will give you more than you 
expect. I can afford to increase your pay if you increase my profits. 

. You owe so much to yourself that you cannot afford to owe any- 
body else. Keep out of debt or keep out of my shops. 

. Dishonesty is never an accident. Good men, like good women, 
never see temptation when they meet it. 

Mind your own business and in time you'll have a business of 
your own to mind. 

. It is none of my business what you do at night. But, if dissipation 
affects what you do the next day, and you do half as much as I 
demand, you'll last half as long as you hoped. 

Don’t do anything here that hurts your self-respect. An employee 
who is willing to steal for me is willing to steal from me. 
Don’t tell me what I'd like to hear, but what I ought to hear. 
I don’t want a valet to my vanity, but one for my money. 
Don’t kick, if I kick. If you’re worthwhile correcting you’re worth 
while keeping. I don’t waste time cutting specks out of rotten 


apples. 
—Insurance Digest 








. .. ACCIDENT 
Housing Shortage Accidents. In Spo- 
kane, Washington, a fire department 


inhalator crew worked for two hours 
to revive a woman who collapsed of 
a heart attack in a Spokane office build- 
ing. The official report of the cause 
of the attack: Noticed rent prices... . 
In Monmouth, Illinois, the constable 
went to the hospital with ax wounds 
after trying to serve an eviction notice 
on a local woman resident 80 years 
old, four feet tall. . . . Perfectly Timed 
Accidents. In Connersville, Indiana, a 
cook at the local hotel received prompt 
treatment when her face was burned 
by an oven explosion. There were 17 
doctors in the house, attending a 
county medical society dinner. . . . In 
Madison, Wisconsin, a woman who 
fell down a flight of stairs in a restau- 
rant and broke her leg, got plenty 
of attention. She landed in front of 
the table where the board of trustees, 
head nurse and superintendent of a 
nearby hospital were having lunch. 


. .. AUTOMOBILE 
Heads Up! Reversing the usual order 
of things, a house which was in the 
process of being moved to a new lo- 
cation, sideswiped a parked car. Dam- 
age was estimated at $10 to the car, 
none to the house (El Dorado, Kans. ). 
Obliging. Patrolmen were out 
hunting for a local motorist, to arrest 
him on a drunken driving charge, 
when they heard sounds of a wreck 
near the jail. They discovered the ob- 
ject of their search had crashed into 
the jail, assisted him from his ruined 
car and led him into a cell (Brazil, 
Ind. ). 


... BURGLARY 
Lion-hearted Victims. In New York, a 
snatch thief thrust his hand through a 
window slit in the box office of a 
theatre, grabbed more money than he 
could hold. He got $115 in his fist, 
but underestimated the blonde behind 
the window. She pounced on it, suc- 
ceeded in wrenching $81 away. The 
thief escaped with $34. . . . In Phila- 
delphia, two young robbers entered a 
cigar store and demanded the money 
from the cash register. There was $20 
in it, but the quick-thinking proprie- 
tress snatched out a $5 bill. “That’s 
all I have,” she said. “Okay,” said the 
robbers, and took off. . . . In Los An- 
geles, a 20-year-old girl told police 
that a burglar tried to rob her home 
three times in one night. First, she 
said, she surprised him in the bed- 
room. He ran out the front way. Fif- 
teen minutes later he was on the back 
porch. She flipped on the light and 
he fled. Soon she looked up to find 
him in the living room, a gun in his 
hand. She screamed and threw the 
nearest jar. He did not return. The jar 
contained vanishing cream. 





State regulation will get its real 
test in 1949, and the whole fu- 
ture of the casualty insurance 
business may well be deter- 
mined by its performance this 
year and in the five years to 
come 


Casualty Insurance in 1949 


HE DECISION of the Supreme 

Court of the United States in 
the Southeastern Underwriters As- 
sociation case hit like a thunderbolt 
when it was rendered on June 5, 
1944. The supervisory officials of 
the several states were holding their 
annual meeting at Chicago at the 
time. The decision held insurance 
to be commerce. Precedents estab- 
lished over a period of 75 years 
were set aside by the court in ren- 
dering the decision. 

The the business was to 
travel was not clear, except that 
the representatives of the casualty 
business attending the commis- 
sioners’ convention made it clear— 


1 
roaG 


and announced publicly—that they 
did not desire to be immune from 
the anti-trust United 
States insofar as boycott, intimida- 


laws of the 


tion or coercion were concerned, 
but that they must have legislative 
sanction to carrv on their activities 
in making rates in concert through 


rating bureaus. If insurance was to 
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serve the public, history must not 
be permitted to repeat itself. 
Before rating bureaus were or- 
ganized, conditions in the insurance 
business bordered on the chaotic 
because of ruinous rate cutting and 
fierce competition. In the surety 
field, it brought a majority of the 
companies to the verge of bank- 
The 
convention 
clared in 1908 that 


fourteen companies had lost heavi- 


insurance commis- 
itself 


“nine out of 


ruptcy. 


sioners’ had de- 


ly in capital and surplus in the pre- 
ceding four years and that only five 
make a 


indicated an ability to 


existing conditions.” 


speaking as of 


profit under 
The 
1915, said: “A 
day recorded that since 1900, 56 
casualty and surety companies had 
failed.” 
Drastic 
was imperative, and the leaders of 


convention, 
tabulation of the 


action by the industry 
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the business cooperated to put it 
promptly on a sound basis. From 
those days forward, the casualty 
and surety business prospered un- 
der wise regulation by the states, 
permitting companies to pool their 
experience make reasonable 
rates thereon. The first examination 
of the Towner Rating Bureau (now 
incorporated in the Surety Associ- 
ation of America) by the Insurance 
Department of the state of New 
York reports, “It is obvious that if 
each company were without any 
restraint in the making of rates, 
competition would lead to promis- 
cuous rate cutting and consequent 
and probably in 
some cases to insolvency.” 

With such a background, the 
feeling was almost unanimous fol- 
lowing the Supreme Court decision 
of 1944 that every effort should be 
made to preserve state regulation 


and 


demoralization 


of the business of insurance. The 
Congress of the United States, by 
the adoption of Public Law 15, de- 
clared that the continued regula- 
tion and taxation by the several 
states of the business of insurance 
are in the public interest. Through 
wise leadership among the commis- 
sioners, the carriers and the pro- 
ducers, a program was developed 
by the All-Industry Committee. The 
program been into 
law in most of the states. If prop- 
erly supported by the industry and 
if intelligently administered by the 


has enacted 


“ THE CASUALTY AND SURETY JOURNAL 


January 


supervising authorities, the needs 
of the public will be best served 
under the state regulation which it 
provides. If the business of insur- 
ance is not transacted in the public 
interest, or if there is not proper 
restraint by those engaged in it, 
the Congress may at any time 
modify its previously declared pol- 


© Bachrach 
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icy and subject the business to 
Federal regulation to such extent 
as it may deem proper. A great 
public trust is placed in those hav- 
ing anything to do with the busi- 
ness, to see that it is operated in 
such manner as to avoid reason- 
able criticism. 

The insurance business is 


During the 


vast 


and intricate. year 
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1947, all carriers wrote casualty 
and surety premiums totaling $3,- 
360,769,882. Figures are not yet 
available for 1948, but it would 
appear that this figure will be ex- 
ceeded by at least three hundred 
million dollars this year. One might 
well ask how the casualty and 
surety business will fare under the 
new regulations. Will supervisory 
officials recognize the intricacies 
and ramifications of this great busi- 
ness and approach the problems 
with an open mind as to what is 
best for the policyholders and the 
companies? Will managers of the 


business recognize the great trust 
placed in them to so conduct the 


business that it will merit the 
hearty approval of policyholders 
and supervising officials? Will pro- 
ducers recognize the great 
service they can render in the han- 
dling of a product of an age of 
mechanization and speed, close 
working and living quarters, wide- 
spread education, a more equal 
distribution of economic well being? 


also 


Tue Reau TEstT 

State regulation will begin to get 
its real test in 1949. This year and 
the five years to follow may well 
determine the whole future of the 
casualty insurance business. It is 
hoped that the new laws will be 
administered in such a manner that 
adequate markets for needed cov- 
erages will be available. Markets 
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may not be available unless ade- 


quate rates to insure reasonable 
profits are made available to the 


The 


chinery for ratemaking must be 


carriers. administrative ma- 


sufficiently flexible to provide proper 


rates and without red 


tape and delay. An informed pub- 


coverage 


lic, living in an economy that be- 
lieves in the profit motive, should 
be willing to pay adequate rates. 
Producers, management and super- 
visors of the business should not 
Jet misinformation go 
lenged. There is no place for dema- 
gogues. An informed public is 
needed, to the end that the Federal 
with all its bureauc- 


unchal- 


government. 
racy, will not encroach on the 
business. The business should be 
kept close to the policyholders. 
Everyone in the industry has a firm 
duty to see to it that supervision 
by the states does not fail. 


AGENTs CAN Do It BgEst 


Agents, more than anyone else, 
can see to it that there is an in- 
formed public. They are an in- 
tegral part of every community. 
They take their place beside other 
businessmen, bankers, attorneys 
and others in the busy life of every 
American city. If they take ad- 
vantage of the opportunities ever 
present, they can best tell the story 
of the part casualty insurance plays 
in the daily life of the community. 

Big as it may be today, the cas- 
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More cars on the roads; more responsibility for their safe operation 


ualty insurance business has not 
reached maturity. As an example, 
nine states have not adopted finan- 
cial responsibility laws protecting 


the public against the negligent 


acts of drivers and automobiles. 
Enactment of such laws in these 
states will give added protection to 
the public. With more and more 
automobiles on the highways, there 


goes with their use more responsi- 


bility to see that they are operated 
safely. Producers in every commu- 
nity should identify themselves 
with every worthwhile movement 
to reduce accidents. In doing so 
they perform a public service. The 
Association of Casualty and Surety 
Companies, through its Accident 
Prevention Department, is 
ready to lend a helping hand. 
Casualty and surety companies 


ever 
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obtain their charter powers from 
the legislatures of the various states. 
During recent years a movement 
has been accelerated to permit 
companies to write multiple lines 
Many be- 


par- 


under a single charter. 
lieve that a further extension, 
ticularly in New York State, 


render a 


would 
enable the industry to 
greater service to the insuring pub- 
lic. Undoubtedly additional legis- 
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latures in the 1949 sessions will 
legislation 


extend 


permitting com- 
their charter 


enact 
panies to 
powers. 
With a sympathetic understand- 
ing of the part casualty insurance 
plays in the economic life of the 
nation by those charged with the 
responsibility of its well being, it 
progress 
and usefulness in 1949. 


should continue to show 
in volume 
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“We were doing so well... 


a maid twice a weck, 


and you have to embezzle 


a nice home in Connecticut, a new car, 


200,000 dollars!” 


Reprinted from The American Legion Magazine 





HON. WALLACE K. DOWNEY 
CALIFORNIA 


rn. Downey has been Insurance Commissioner for California 
since 1947. A graduate of Stanford University and Stanford 


Law School, he practiced law in San Francisco until 1931. He 
then went to Los Angeles, where he was counsel for various trans- 
portation companies. For several years before his present appoint- 
ment, with time out for service in the United States Navy from 
1942 to 1946, he was general counsel for Pacific Freight Lines 
and affiliated companies. 





HON. CARL J. HENRY 
MISSOURI 


rR. Henry is Missouri's first Industrial Commissioner, having 

been appointed when the Commission was first established in 
1946. He was born and raised in Butler, Mo., where he has been 
practicing law for a number of years. He has served as city attor- 
ney, probate judge and a member of each house of the General 
Assembly. In 1945, he was appointed chairman of the Unemploy- 
ment Compensation Commission, and he served in this capacity 
and as director of this agency until the new Department of Labor 
and Industrial Relations was formed. 





Te 
\\ 19 Aa 


\\ RECORD 


ES 
PRODUC Tron 
a 





With a record premium volume 
in 1948, corporate suretyship 
has a golden opportunity, in 
the opinion of this author, to 
play a much more important 
part in the nation’s future eco- 
nomic life 


Fidelity and Surety in Review 


N TERMS OF premium volume, 
l 1948 will prove to be the year 
in which the largest volume of 
fidelity and surety premiums thus 
far has ever been written. 

Two factors must be considered 
as contributing to this favorable 
situation. The first arises from the 
renewals of three-year premiums 
on fidelity business instituted in 
1945. Reportings for 1948 on a 
premium written basis will be dis- 
torted and cannot properly be com- 
pared with the writings of 1946 
and 1947. A truer comparison 
would be on earned premiums. The 
second factor which must be con- 
sidered is the increase in contract 
bond premiums. This does not re- 
sult from increase in the 
amount of public work, but rather 
is the result of the inflated prices 
at which construction is being per- 
formed today. On the same amount 
of work at lower prices, surety 
premium income would be sub- 
stantially less. 


any 
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It is anticipated that the fidelity 
loss experience will continue to 
show a rising trend and that the 
surety loss experience will be less 
satisfactory than in previous years. 
It is my belief that the period 
which lies ahead will completely 
reverse the favorable loss trend of 
earlier years. 

No other line of business, be it 
insurance, manufacturing or other- 
wise, can point to the accomplish- 
ments of low prices such as have 
prevailed in the fidelity and surety 
field over the last ten years. The 
purchasing power of the fidelity 
and surety premium dollar is 
greater today than it was before 
the war—a record to be proud of. 
While a very close relationship ex- 
ists between the Surety Association 
of America and groups of buyers, 
it is of greater importance to note 
that those lines of business .not 
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represented by organized commit 
tees have shared in the reduction 
of rates to the same, if not greater, 
extent than the organized groups 
of buyers. 

Real progress is being made in 
the sale of blanket fidelity bond 
coverages. It continues to offer a 
fertile field for the able producer 
and very often serves as a lead 
in controlling other lines of cover- 
ages. Never before these 
forms been so broad and available 


have 


at such moderate rates. 

An outstanding 
which has taken place during the 
year 1948 was the action of the 
Surety Association of America in 
making available to public author- 
ities blanket bond coverage on 
subordinate employees, on a form 
which will include liability for the 
failure of such subordinates “to 
faithfully perform their duties.” It 
is anticipated that this broad form 
of coverage will result in public 
bodies generally bonding their 
subordinates, and in the 
which lie ahead a substantial vol- 
ume of valuable business should 
result. 

The development of the private 
contract bond field is slow. Some 
progress is being made and it is 
expected that through the medium 
of sound, educational processes 
the value of corp.zate suretyship 
on private construction work will 
become fully When 


development 


years 


recognized. 
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this takes place the contract bond 
business will witness the greatest 
advance in its history. Naturally, 
with that boom will go the head- 
aches which such an _ expansion 
always carries. However, the surety 
industry has an obligation to per- 
form, in making known and making 
available its excellent credit serv- 
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ice to private as well as public 
work in the construction bond field. 

Of paramount importance to the 
surety business is the economic sur- 
vey that has just been completed 
by Dr. Jules Backman, associate 
professor of economics, School of 
Commerce, New York University, 
for the Surety Association. A pre- 
liminary report was made in May 
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Construction of dams will probably continue in increased volume 


and the final report was received 
only a few months ago. It is ex- 
pected that this report, which will 
be distributed to supervisory offi- 
cials, head offices, field forces, in- 
surance libraries and universities, 
will become a standard source of 
reference and will be used as a 
guide for future studies of the busi- 
ness. It represents the first com- 


plete long range study of the surety 


business and its data, charts and 
graphs will prove of interest and 
value to future students. 

The surety branch of the busi- 
ness is greatly influenced by legis- 
lative action, and since 1949 will 
be a year when most legislatures 
will meet it is imperative that the 
industry be alert to any changes 
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proposed in order that they may 
be of such a character as the busi- 
ness can safely assume. 

This new year of 1949 can be a 
year of still greater progress in the 
fidelity and surety field. The ser- 
vice which suretyship affords al- 
ready plays an essential part in the 
economy of the nation. But with 
the assistance of the producers and 
with the guidance of the industry 
as a whole, corporate suretyship 
has a golden opportunity to play 
a much more important part in the 
economic life of the nation in the 
future. 


NEw CoMMISSIONERS 


A great national election has 
taken place, as everyone is well 
aware. We have elected the presi- 
dent and vice president of our na- 
tion, an entire House of Represent- 
atives and many new members of 
the United States Senate; and in 
the states many new governors and 
members of the state legislatures. 
As a result there will also be some 
new insurance commissioners. From 
my own experience, it is not diffi- 
cult to say that the Surety Associa- 
tion of America has received from 
supervisory officials that degree of 
understanding and cooperation so 
essential if state regulation of in- 
surance and suretyship is to con- 
tinue, We have always made avail- 


te 
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able to the commissioners every 
bit of information and knowledge 
at our command. We believe that 
the new commissioners will like- 
wise be cooperative. 
Wuart Is To Come? 

Whether the long predicted slow- 
down in the activities of commerce 
and industry, which of course will 
affect construction work, will occur 
this year is hard to say at this time. 
[ believe, however, that large Fed- 
eral engineering contracts having 
to do with the construction of dams 
and river and harbor work will 
continue in increased volume. There 
should be an increase in housing 
projects financed with the aid of 
the Federal There 
could very well be a substantial 
construction. 

inflationary 


government. 
decline in private 
Whether not the 
price factors will increase is equal- 
ly difficult to say at this time. 
If inflation continues, the fidelity 
field can look for a continued in- 
crease in its loss experience. I pre- 
fer, however, not only to take a 
realistic view of the situation but 
an optimistic one. I believe surety- 
ship will continue to move forward, 
and if producers and companies 
will continue to do a worthwhile 
job, they will earn the approval 
and approbation of the public and 
supervisory authorities. 


or 
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(“Lost all my money through hole in pocket. Needle and thread on table.”) 
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Claimants and the general pub- 
lic tend to judge not only the 
individual companies con- 
cerned, but the entire insurance 
industry as well, by the person- 
ality, attitude and ethics of 
claim adjusters 


Claims and Public Relations 


T MAY BE SAID that claims are 
l claims, and that the pattern 
does not change from one period 
to another. However, the insurance 


attitude and _ the 
methods of them 


claims 
with 


toward 
dealing 
have changed substantially down 
through the years, and the change 
has been for the better. 

Our business exists because of 
the misfortunes of others. This fact 
alone is sufficient to tie into it a 
very definite and positive public in- 
terest. As representatives of stock 
insurance, we are committed to the 
principle that as the stockholders 
put up the money to make our 
business possible they are entitled 
to a reasonable return on their in- 
vestment. This, however, does not 
detract from the fact that we have 
in a very large sense a trusteeship, 
and that our ultimate responsibility 
is to the public. There is nothing 
profound or new in this thought; 
nevertheless it is worth talking 
about because unless we translate 
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it into action we become remiss in 
our trusteeship. High-minded ideals 
are fine, but unless we do some- 
thing about them they are not 
worth the other fellow. 

The great insurance institutions 
nationwide 


much _ to 
doing business on a 
basis have always professed to have 
high ideals of fairness and prompt- 
ness as far as claims are concerned. 
The following quotation from an 
insurance publication, issue of De- 
cember 1897, more than 50 years 
ago, is indicative of this: 
“We could wish every adjuster 
to be a thorough lawyer, and 
a thorough business man. We 
could wish also every adjuster 
to be courteous, temperate, 
just, honest and firm. If there 
be any work calling for high- 
grade qualities surely it is this 
of settling claims. Possibly 
Daniel Webster would have 
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found scope in the business 
for his eminent qualities. But 
Daniel Websters are not com- 
mon, and even he had some 
faults which might have made 
it inexpedient to employ him.” 
However, those of us who have 
been in the business for a good 
many years know that all com- 
panies have not always acted in 
accordance with these principles. 
Individual companies, motivated 
either by financial pre:sure or self- 
ish management, have failed at 
times in their trust, and unfortu- 
nately their misdeeds have been 
charged against the business of in- 
surance more often than against 
the guilty companies. The public is 
always prone to judge business not 
by the good deeds of the majority, 


but by isolated instances of bad 
treatment by the few. It is impor- 


tant, therefore, to advertise our 
good intentions and our 


works as often as possible. 


good 


IN THE BEGINNING 


Many of us remember the early 
days of the casualty business and 
the type of claim man who, in 
handling third party claims, started 
out with a pocketful of small bills 
and the attitude of a horse-trader 
toward the poor claimant. Claim- 
ants, no doubt, were less sophisti- 
cated in those days than now and 
very often were impressed with the 
number of bills involved rather 
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than the amount paid. More often 
still, they were in complete ig- 
norance of their legal rights, and 
the claim man was willing to keep 
them in this blissful state until he 
could get the claimant’s name on 
the dotted line of a release. 

This type of claim man, thank 
God, has been obsolete for a great 
many years—more obsolete today 
than the horse and buggy. He did 
our business a deplorable amount 
of harm. Public relations was 
something he had never heard of 
and, therefore, had no concern for. 


RooM FOR IMPROVEMENT 


We have not yet reached the 
millennium in our business as far as 
public relations is concerned, and 
probably never will as long as it is 
necessary to have our operations 
conducted by individuals of vary- 
ing temperaments and varying de- 
grees of intelligence. There is, and 
probably always will be, room for 
improvement in our attitudes and 
our methods. Our progress in the 
past has been due in no small de- 
gree to cooperative effort between 
companies, and continued coopera- 
tive effort undoubtedly will carry 
us far further on our better course 
in the future. This cooperative ef- 
fort is best accomplished through 
the Claims Bureau of the Associa- 
tion of Casualty and Surety Com- 
panies. 

The Claims Bureau has been of 





1949 


great service to the entire industry, 
and particularly to the 68 member 
companies of the Association, in 
bringing about the present high 
standards of practice in relation to 
claims. The work of the Claims 
Bureau has been described on a 
number of occasions in this Jour- 
NAL, and it is not necessary to go 
into detail again concerning it. 
However, some brief mention of 
the results obtained through it will 
be helpful. 

The detection of fraudulent 
claims and the apprehension of 
fraudulent claimants is certainly of 
importance to the public as well as 
to the companies. Companies who 
are members of the Association of 
Casualty and Surety Companies are 
all committed to the payment of 
all honest claims on a just and fair 
basis. Payment of dishonest claims 
is a disservice which results in im- 
proper rates and other disadvan- 
tages not only to policyholders but 
also to honest claimants. 

During the 11 years of its exist- 
ence, the Claims Bureau has not 
only detected and prosecuted a 
great many individual fraudulent 
claimants and members of the legal 
and medical professions who were 
involved in fraudulent claims, but 
has likewise broken up a number 
of rings of fraudulent claim prac- 
titioners who were obtaining from 
the companies substantial 
sums of money. One of the most 


very 
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notable of these, for instance, was 
in Kirksville, Missouri, where more 
than 100 people were involved. 
This ring specialized in faking au- 
tomobile accidents. Following the 
Claims Bureau’s investigation, over 
60 of the defendants entered pleas 
of guilty and were sent to jail. 
Similar rings have been broken up 
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by the Claims Bureau throughout 
the country. It was only through 
painstaking and extensive search- 
ing out of the facts by trained 
Claims Bureau investigators, most 
of them former members of the 
F.B.I., that fraud could be discov- 
ered. An important lesson that can 
be learned from these investiga- 
tions is this: Beware of a stranger 
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who walks into your office and 
wants to buy automobile liability 
insurance or a personal accident 
policy. In many investigations it 
has been found that the policies 
were secured in this manner from 
reputable agents. 


Contact Work 


Another important activity of 
the Claims Bureau is keeping in 
contact with the various govern- 
ment and _ state agencies, local 
prosecutors, bar associations, and 
officers who administer workmen’s 
compensation laws in the various 
states. It is of the greatest impor- 
tance that compensation claims be 
paid promptly. Through the efforts 
of the Claims Bureau, many states 
now keep statistics and publish 
tabulations on the promptness of 
individual companies making first 
payment of compensation. This 
publicity has been of inestimable 
value in developing competition 
among the companies in making 
compensation payments on time. A 
few years ago the Association pub- 
lished a Statement of Principles re- 
lating to handling compensation 
claims, to which all member com- 
panies of the Association are com- 
mitted. This has done much to 
bring about better relations with 
compensation administrators and 
employee organizations. 

Cooperation between companies 
in claim practices is important not 
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only in the home office, but equally 
in the field. Casualty insurance 
claim managers’ councils have been 
organized throughout the country 
by the Claims Bureau, providing 
the companies with a means of ob- 
taining this cooperation. Each 
such council consists of claim rep- 
resentatives not only of stock com- 
panies who are members of the 
Association of Casualty and Surety 
Companies, but also of mutual 
companies doing business in the 
region the council services. The 
councils provide forums in the field 
for the interchange of ideas and 
discussion of problems affecting the 
handling of claims in the casualty 
business. 


NATIONWIDE AGREEMENT 

Through these claim managers’ 
councils we have worked out a na- 
tionwide inter-company arbitration 
agreement providing for arbitration 
in place of litigation in situations 
where two or more companies are 
involved. With the advent of mul- 
tiple line automobile coverage we 
are in the process of extending this 
arbitration to include fire com- 
panies. It is our hope eventually 
that all subrogation claims for col- 
lision damage, whether between 
casualty companies or between a 
fire company and a casualty com- 
pany, will thus be arbitrated, re- 
sulting in substantial savings to the 
companies and, more important, 
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In material damage auto claims, claim men must know a lot about a car 


the avoidance of annoyance to our 
policyholders. 

Valuable as the Claims Bureau 
has been in setting up standards of 
claim procedure and practice, both 
are, in the last analysis, matters for 
individual decision and effort by 
each company. Company practices 
and procedure can be determined 
as a matter of theory at the man- 
agement level, but they are only 


as good as the personnel charged 
with carrying them out. Being a 
claim man, even at the humblest 
level, is a profession in itself. 

To be most effective and useful 
he must have a sales personality 
and the attitude of a judge, so that 
he will approach the investigation 
of each claim with an unprejudiced 
mind. He must possess high ethical 
principles, because he is entrusted 
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with the disbursement of substan- 
tial sums of money. In many cases 
he is the only employee of the com- 
pany the claimant or assured ever 
sees, so the company more often 
than not is judged by his actions. 
He must be frank and fair in all 
of his dealings. His mental qualifi- 
cations must be extensive because 
casualty insurance companies en- 
gage in a great variety of opera- 
tions. He must have a substantial 
knowledge of law, whether or not 
he is admitted to practice; have 
some knowledge of medicine in 
order to evaluate human injuries, 
and should be something of an 
automobile mechanic, because in 
these days a claim man cannot 
handle material damage automo- 
bile claims without knowing a good 
deal an automobile. Some 
engineering knowledge is valuable, 
because from time to time he must 
handle boiler and machinery claims. 
Frequently he is called upon to 
handle blanket bond losses, which 
cannot be investigated intelligently 
without some knowledge of the 
mechanism of a bank. Since his 
duties involve contact with every 
type of insurance a casualty com- 
pany writes, he must, of necessity, 
be familiar with the policy and 
bond forms for each of these types. 
This alone is a pretty big order. 
His time is never his own, because 
if he is going to give good claim 
service he must be ready to go, 


about 


January 


day or night, wherever duty calls. 
Above all, he must be a diplomat 
not only in handling claims, but 
in handling agents who, strange to 
say, sometimes get temperamental. 

The advent of multiple line un- 
derwriting, which is now a reality 
in the automobile and aviation 
lines and certainly is in prospect in 
other important lines, is rapidly 
adding complexities to the claim 
situation. The natural development 
in company fleets, involving both 
fire and casualty companies, is and 
no doubt will continue to be the 
formation of a group of claim de- 
partments based upon existing cas- 
ualty claim departments and de- 
veloped along the casualty pattern. 
The obvious reason for this is that 
all such groups now have large 
casualty claim staffs and very lim- 
ited staffs of adjusters for their fire 
companies. The handling of ma- 
terial damage automobile claims, 
which in the past has been very 
largely in the hands of adjustment 
bureaus, will in most instances be 
taken over by staff adjusters con- 
nected with the casualty claim 
departments. Staff adjusters thor- 
oughly schooled in estimating auto- 
mobile damage unquestionably can 
do a better job in handling such 
claims than most companies have 
shown in the past. The few organi- 
zations that have followed this plan 
in the past have proved this to be 
true. 
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Let us consider some of the 
problems that a claim man may 
have in his day-to-day work. The 
ordinary third party claimant usu- 
ally has an exaggerated idea of the 
value of his claim, not through dis- 
honest motives but because he is 
human. The good claim man must 
be sympathetic in his attitude to- 
ward the claimant, notwithstanding 
this apparent exaggeration. Usually 
there are two sides to the story in 
a third party case. Unfortunately 
there is no slide rule by which 
liability can be determined and sel- 
dom much chance to reconstruct an 
accident accurately. People, even 
disinterested witnesses, very often 
see an accident in entirely different 
ways and have totally different 
versions of what happened. The 
claim man must consider this, try 
to reason out the questions of 
blame, and determine negligence 
and contributory negligence with 
the claimant. Unfortunately, like- 
wise, there is no slide rule by 
which injuries can be evaluated. 
Each person injured probably 
thinks his injuries are more serious 
than they really are. The law says 
a claimant is entitled to compensa- 
tion for pain and suffering in addi- 
tion to financial loss. Only the 
claimant really knows how much 
he has suffered. A sympathetic at- 
titude by the claim man will go far 
toward reaching a reasonable and 
fair settlement through negotiation. 
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damage cases, a 


In property 
great deal of ill will can be built 
up by ignoring the claimant who 


has only a small claim. Property 


damage cases should be ap- 
proached on the same basis as per- 
sonal injury cases, in an honest 
endeavor to determine the question 
of _ liability, 
amount involved. If the insured is 


regardless of the 


responsible, the claim should be 
paid in full. If the claimant is 
guilty of negligence, it should not 
be paid at all. If the questions of 
negligence and contributory negli- 
gence are a matter of opinion and 
impossible of ascertainment, com- 
promise is the reasonable solution. 
TRIBUTE TO EFFICIENCY 

The interests of the claimant and 
the insurance carrier in a negli- 
gence case are necessarily contrary, 
but this does not mean that settle- 
ment litigation 
should not 
ducted on a fair and honest basis 
by both sides. The fact that the 
insurance carrier tries so few third 


negotiations or 


and cannot be con- 


party cases in proportion to the 
number of claims settled is a trib- 
ute to the efficiency of the claim 
man in bringing about settlements. 
A law suit is expensive and un- 
satisfactory, no matter who wins. 
The verdict of a jury may or may 
not result in justice. As Patrick 
Henry once said, “A law suit is not 
necessarily a means of bringing 
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about justice, but only a means of 
ending a dispute.” 

The fact that there has been avery 
substantial reduction in negligence 
litigation during the last ten years 
is to my mind adequate proof that 
casualty insurance carriers are do- 
ing a much better public relations 
job as time goes on. Comparisons 
over a period of the last ten years 
prove this reduction. In 1936, 20 
of the leading casualty companies 
had a total premium income in lia- 
bility coverage on an earned basis 
for the preceding three years of 
$374,741,000, and 53,294 law suits 
were pending on this business at 
the end of the three-year period. 
In 1946 the same 20 companies had 
a total premium income in liability 
business of $521,040,000 for the 
three preceding years, with a very 
substantial increase in the number 
of claims, but only 47,019 law suits 
were pending on the three years’ 
business—a reduction of over 6,000 
law suits despite an increase of 
more than 50 percent in business 
and in claims. 

Obviously public relations as an 
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industry is dependent to a very 
large extent on the great army of 
claim men who today represent the 
industry in every state and at al- 
most every crossroads. The total 
claim expense of the stock com- 
panies last year amounted to $120,- 
777,171, and it is estimated that 
approximately one half of this was 
made up of salaries. The number 
of claim men representing stock 
companies is not ascertainable, but 
it is estimated that they exceed 
10,000. It is the obligation of man- 
agement to select men of the high- 
est type and- bring to them an 
acute consciousness of their obliga- 
tions to the public. It is the obliga- 
tion of men engaged in claim work 
to measure up to the high stand- 
ards set for the business of insur- 
ance by the Association of Casualty 
and Surety Companies. These men 
deliver the merchandise that is sold 
by the production department. By 
their day-to-day activities, by their 
ves’s and their no’s and the way in 
which these yes’s and no’s are said, 
the business of insurance is judged. 


How True! 


The only way to get along with a woman is to let her think 
she is having her own way, and the easiest way to do that is 


to let her have it. 


—Jus’ Thots 








SLOW-BAKED. In a storage room still oven-hot from 
flames, perspiration-drenched firemen are dousing the 
last embers of a destructive blaze in a large plumbing 
supply house. A great deal of valuable stock was 
saved as a result of this hazardous labor. 


A Fire 


BLACKOUT. Clouds of smoke darkened the sky 
when paraffin tank (right foreground) of large soap 
plant exploded and burned. Blast hurled the tank’s 
heavy lid several hundred feet, cut off electricity in 
surrounding areas for 30 minutes, caused no injuries. 


THE NEWS IN PICTURES 


RAMMED. A woman passenger was killed, and three 
persons were injured when the starboard side of the 
steamer below was splintered from top deck to water- 
line in an early-morning collision with an oil tanker. 
The tanker was not seriously damaged. 





Ships ¥ 


GROUNDED. Ten persons escaped death and in- 
jury by sheer good luck when their 48-foot ketch 
grounded gently on a beach instead of grinding to 
pieces on nearby rocks. The Coast Guard pulled 
the craft loose without mishap, and no one was hurt. 








with 
ars left the track and ploughed into 
the wooden structure. The smashed car (center) was parked 
outside the station d belonged to the station agent on 
duty. No one was injured in the accident. 


TRAIN’S IN! A freight train came into this station 
a vengeance—when 3 


a Railroad 


H-€ 


INDOOR CRASH. When its brakes failed, the heavy 
trailer truck (in background) crashed through the plate 
glass show window of a large automobile garage, de- 
molishing a car which was standing in its path in the 
driveway. One man was killed, two others badly injured. 
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PULT. Old Mother Nature apparently was t 

for this sprawling wreck, caused when a hug 
boulder, presumably loosened by recent rains, rolled 
onto the tracks in the path of a fast express. Tw 
members of the crew were killed, 12 other persons hurt. 


NE W'S 


ANONYMOUS DEATH. Four young people, a man af 
three women, burned to death when their automobj 
collided with a loaded gasoline truck and set fire to 

At the time this picture was taken, the victims had 9 
been identified. Driver of the truck was unhurt. 
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GRADE-CROSSING TRAGEDY. The railroad-cross- 
ing signal failed to save the life of the driver of this 
tractor truck. He was killed instantly when his heavy 
vehicle, loaded with vegetables, collided with a pass- 
ing freight train and was completely demolished. 


ved 


BLOW-OUT. This locomotive exploded, killing two train- 
men and critically juring a third. The blast hurled the 
engine’s cab 250 feet, tore the boiler from its moorings 
and tossed it 100 yards ahead of the train. Nearly 60 
heavily loaded freight cars were not derailed. 


N -BPCTURES 


SUOMERSAULT. A policeman is inspecting the worn tire 
which blew out, causing this taxi to careen into a light 
pole and overturn. The cab driver and his four pas- 
sengers must have been born under a lucky star. All 
of them escaped serious injury in the accident. 


Automobile ¥ 


PYRAMID. Five persons were injured, none serious- 
ly, a collision which left this precarious pile-up. 
C at left was not even moving when accident oc- 
curred, but was waiting for traffic at an intersection. 
The other two collided and skidded into it. 





NIGHTMARE, The owner of this farm thought he 
heard a “slight noise’ during the night, went back to 
sleep, and awoke to find his barn, silo and windmill 
reduced to shambles. It is believed that fresh corn 
silage in the barn created a gas which exploded. 


A Explosion 


THE NEWS IN PICTURES 


FAST R UE. This milk truck overturned and 
burst into flames after a skid, pinning driver in cab. 
Another employee of the same company sighted the 
accident, pulled the unconscious victim from the 
vehicle, poured gallons of milk on his burning clothes. 














WRACK AND RUIN. Damages which were estimated 
at $300,000 resulted when a storage tank exploded in 
a large midwest gas company. Force of the blast ripped 
off the entire side of the big building, most of the 
roof. One man was killed in the explosion. . 


Truck | 


HOTEL VISITOR. Apparently seized by a heart 
attack, driver of truck below was dead when rescuers 
reached him after his vehicle had crashed into a 
three-story hotel, tearing open the corner rooms. 
Truck also demolished empty car (foreground). 





e A thought-provoking discussion 
of some of the difficult prob- 
lems confronting the fire insur- 
ance business teday and of the 
new developments which may 
be expected to affect it in the 
future 


Fire Insurance in ’49 


HEN THE EpDrirors of THE 

CASUALTY AND SURETY JoUR- 
NAL asked me to predict what lies 
ahead for the fire insurance busi- 
ness in 1949, I told them that 
would require nothing less than a 
good-sized crystal ball. 

And if I had one, I would like 
to be able to predict that 1949 
will be a year of unusual prosper- 
ity for agents, brokers and compa- 
nies alike; that fire losses will go 
down and premium income will go 
up; that market capacity will ex- 
pand; that office and other ex- 
penses will shrink, and, of course, 
all our other problems of regula- 
tion, supervision and _ legislation 
will be of easy solution. 

But you and I know that there 
is no easy solution to anything. It 
is impossible for any fire insurance 
official to predict what’s going to 
happen in the fire insurance busi- 
ness a year ahead. However, I can 
tell you something of the condi- 


tions under which fire insurance 


By HAROLD V. SMITH 


can be expected to operate this 
year, some of the problems our 
business faces, and how we can 
work together to meet them suc- 
cessfully. 

First let us examine the kind of 
world that fire insurance will live 
in this year. 

Our business will complete its 
first year under Federal regulation 
under the inter-state commerce 
and anti-trust laws, insofar as our 
activities are not regulated by the 
states. The fire insurance business 
will be operating under the mag- 
nifying glass of the Federal gov- 
ernment, so to speak, and every 
segment of the business—the com- 
panies, the adjusters, the producers 
and even the buyers—will share 
the heavy responsibility of seeing 
that the legislation adopted by the 
states during the past three years 
is given every chance to prove 
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workable. The success of state reg- 
ulation will also depend heavily on 
the state regulatory officials them- 
selves. With companies and other 
groups operating country-wide, ev- 
ery regulatory action of a single 
state affects the business in other 
states. Too great variation in the 
interpretation of insurance laws 
can defeat the purpose of state reg- 
ulation and produce the kind of 
chaos that would invite closer Fed- 
eral attention to the business of in- 
surance. 


Work TOGETHER 


By considering the welfare of 
the business as a whole and its 
service to the public, the compa- 
nies, producers, buyers groups and 
insurance departments can work 
together so as to justify the policy 
laid down by Congress for the reg- 
ulation of insurance by the states 
themselves. 

We will, however, have changes 
in administration in several state 
governments, which eventually may 
result in some changes in regula- 
tion. There already has been a 
marked increase in activity on the 
part of the supervisory officials in 
several states under the recently 
enacted regulatory laws, particu- 
larly with reference to statistics 
about the business. Requirement 
of these additional statistics, while 
an added burden on the compa- 
nies, will furnish considerable in- 
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formation of value to the business. 

Of paramount interest to all of 
us in the year ahead will be the 
much-discussed problem of fire in- 
surance capacity. We know that 
agents and brokers have had diffi- 
culty during the past two years in 
placing some lines of business. But 
Iam sure you will agree that there 
has been no real shortage of cov- 
erage for first’ quality business. 
Hence, one of our tasks for 1949 
must be to improve the quality of 
our risks by making loss reduction 
the first order of business. Engi- 
neering must replace guesswork; 
more inspections and more fire pre- 
vention must replace excessive fire 
losses. 


Errorts Have BorNE RESULTS 


We all want an insurance busi- 
ness adequate to serve the expand- 
ing needs of the American people 
and American industry. The so- 
called insurance shortage of the 
past two years shows that in many 
instances the demand for coverage 
of other than quality risks has not 
been met. The companies, how- 
ever, have done everything in their 
power to provide more protection. 
Many have increased 
their capital stock to support add- 
ed premiums. In many cases divi- 
dends have been reduced to permit 
the growth of premium volume. 
We have tried to reduce our ex- 
penses and operate more efficient- 


companies 





1949 


ly. We have projected one of the 
greatest loss reduction campaigns 
in our history, and worked on all 
fronts — engineering, research and 
public education—to reduce fire 
losses to a more predictable level 
sO we can provide more insurance 
for the American people. I am 
proud to say that all these efforts— 
in which we have had superlative 
help from agents and_brokers- 
have borne results. Many millions 
of dollars of added insurance ca- 
pacity have been added, and the 
enormous increase in fire losses 
which we experienced from 1945 
to 1947 has been slowed 
Fire losses are still at their highest 
level in United States history, but 
the rate of increase has been re- 


down. 


duced from 23 percent in 1947 to 
less than 4 percent in 1948. We 
must not forget, however, that fire 
losses ran more than $150,000,000 
more in 1948 than in 1946, and 
that we must make even greater 
efforts to get the waste and de- 
struction from fire down to a mini 
mum. 

In 1949 and beyond, the com- 
panies will try to provide even 
more capacity than they have in 
the past. Much of this capacity 
will have to result from the in- 
crease in capital through the sale 
of stock. As you well know, no in- 
vestor buys stock out of the good 
ness of his heart, and no investor 
buys a fire insurance stock because 
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of his interest in fire prevention. 
He expects a return on his money 
comparable to what he gets from 
other stocks. Yet few businesses have 
averaged such small profit margins 
during the past few years as the 
fire insurance business. In spite of 
this fact, and the even more im- 
portant fact that fire insurance is a 











Cruse Washington 


Harold Vv. Smith 


business which is subject to the 
risks of catastrophe losses, there 


are proposals being studied by 
state insurance departments today 
which would limit the net earnings 
of fire insurance companies. 


It is particularly important at 
this time that everything possible 
be done to make fire insurance 
stocks better investments. The pub- 
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lic needs more insurance as the 
country grows. The fire insurance 
companies need capital to provide 
that insurance. The capital can 
only be obtained by interesting in- 
vestors in putting their money into 
fire stocks. That’s the 
logical way of providing for the 
under the 


insurance 


growth of business 
American economic system. 

The proposals to limit the net 
earnings of fire insurance compa- 
nies would restrict the growth of 
the companies. Dealing with this 
problem will be one of our major 


tasks in 1949. 
SHORTER TERM POLICIES 


From an operational viewpoint, 
it is impossible to say what changes 
are in store for us this year. How- 
there is some discussion of 
revising the term rule in fire insur- 
ance policies. Writing shorter poli- 
that 
annually as 


ever, 


cies, say one-year policies 
would be renewed 
compared to the usual three- and 
five-year policies, may have several 
For the 


shorter term policies would mean 


advantages. producers, 
increased commissions in spite of 
the extra work involved. For com- 
panies, the shorter term policies 


would require much smaller. pre- 


mium reserves, thus making more 
funds available for insurance ca- 
pacity. Shorter term policies would 
enable the insurance business to 
keep in closer touch with changes 
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in hazards and developments in in- 
dustry than is possible in many 
cases where five-year policies are 
in effect. Use of one-year policies 
may even be of advantage in help- 
ing us to keep in closer touch with 
our millions of individual policy- 
holders, and to provide them with 
service more closely attuned to 
their changing needs. But what- 
ever the merits and disadvantages 
of shorter term policies, we are 
certain to hear more of this pro- 
posal in 1949. 

Economic conditions, as well as 
legislative matters, will have great 
effect on our business in 1949, and 
we require no crystal ball to see 
how. For example, it is not likely 
that the costs of doing business 
will show any decrease because of 
the continuing demand for labor 
and supplies. Good workers will 
still be hard to get because of the 
increasing needs of the 
program and the European Recov- 
ery Program, both of which will 
contribute to a high level of em- 
ployment. 


defense 


Atrract YOUNG FOoLKs 
In view of the labor supply, 
companies, and 
should be encouraged to 
make careers in insurance more at- 


agencies 
help 


brokers 


tractive to our younger generation. 
We will have to do this to assure 
a continued flow of capable peo- 
ple from the schools into jobs 
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wales Sg ae seed ny 


More inspections and fire prevention must replace excessive fire losses 


awaiting them in the insurance 
business. 

If prices should decline, on the 
other hand, we know generally) 
what some of the results will be. 
Loss payments should go down and 
our capacity problem would auto- 
matically be eased. But a decline 
in fire losses will also be accom- 
panied by an increase in “fires for 
profit.” We should be on our guard 


for moral hazard if both commodity 


and real estate prices should 
weaken. Even with prices at their 
current high level, there has been 
some increase in hazard. 
Several incendiary fires during the 
past year have been caused by per- 
sons who bought goods andeprop- 
erties at abnormally high prices 
and were unable to complete pay- 
ing for them. 


moral 
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Any break in prices would even- 
tually mean reduced premiums and 
would call for increased activity on 
the part of producers in order to 
maintain their incomes. Some re- 
duction in expenses might be ex- 
pected to offset this. 


More DEMANDS THAN EVER 


However, whether prices go up 
or down, 1949 is sure to bring us 
more demands for insurance pro- 
tection than ever before. It is esti- 
mated that a million or more new 
homes will be built next year; all 
of them will need fire insurance. 
Billions of dollars will be spent on 
new business and industrial con- 
struction, all of which will require 
fire insurance to protect property, 
credits and investment. 

New and better services will be 
demanded for us by the expanding 
industrial economy of America, 
with its new technical processes 
and increased use of chemical ma- 
terials. While atomic energy in 
peace time does not yet directly 
concern insurance producers, the 
National Board of Fire Under- 
writers is already making prelimi- 
nary studies of some of the new 
hazards that might be involved. 

In nearly every city in the coun- 
try, there are industrial plants 
using pew chemical, electrical and 
mechanical equipment and _ proc- 
esses, and using chemicals, some of 
them very dangerous, on a far 
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larger scale than ever before. The 
engineers of the fire insurance busi- 
ness, and the producers who serv- 
ice these plants, face tremendous 
responsibilities in detecting new 
hazards and finding practical solu- 
tions to new fire dangers. Explo- 
sions on the scale of the Texas City 
blast are possible at many. indus- 
trial centers, and our business can 
help prevent them. 


TENDENCY TO DECENTRALIZE 


Outside of our cities there is a 
tendency to build factories and 
shopping centers and other high 
value establishments in suburban 
or rural areas where fire protection 
is weak. Fires under such circum- 
stances usually result in total losses. 
If we are to avoid future conflagra- 
tions, we must see that these sub- 
urban and small town factories— 
and their number will increase as 
industry tends to decentralize either 
for military purposes or to reduce 
labor costs and get closer to mar- 
kets and raw materials—improve 
their protection. Agents and bro- 
kers who service these properties 
are virtually under obligation, in 
the light of current losses, to make 
recommendations for better water 
supplies, industrial fire brigades, 
sprinkler protection and _ other 
measures. We can expect the tend- 
ency toward decentralization of in- 
dustry and rural industrial develop- 
ment to continue in 1949. 
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But whatever the conditions fac- 
ing us or the climate in which our 
business has to operate in 1949, 
our tasks for this year remain clear. 
We must serve the public better 
than ever before. We must justify 
the faith which the Congress 
placed in us and our business when 
it passed the McCarran Act, giving 
us time to work out with the states 
the application of Federal laws 
that would apply to us. 

We can serve the public better 
through intensified fire prevention 
work, through encouraging more 
inspections of business and indus- 
trial properties and through full 
cooperation with the many local 
fire safety movements that 
springing up in cities throughout 
the land. We can provide much 


are 


needed leadership and_ technical 
knowledge for these civic fire safe- 


FIRE INSURANCE IN 749 41 


ty groups. The key to many of our 
problems, whether they be of mar- 
ket capacity or profitable opera- 
tions in the future, lies in holding 
losses to a more predictable level. 
Our fire safety activities will pro- 
vide us with that key. 

In 1949, as in the succeeding 
years, the fire insurance business 
will need an ever increasing num- 
ber of friends. We can win these 
friends through our full protection, 
through quick and equitable pay- 
ment of losses, through public ser- 
vice, our willingness to help our 
own communities in the way we 
know best, and through the en- 
the 
fire insurance business can give. 
Service is the public relations job 
that all of us can—and must—do 
better in the future if our business 
is to continue to thrive. 


gineering and research which 


te 
Bound Volumes for 1948 


F YOU HAVE saved all your copies of THe JourNAL for 1948 and 
I wish to have them bound, mail them direct to THe CasuaLty 
AND SuRETY JOURNAL, 60 John Street, New York 7, N. Y., together 
with check. 


Volume IX (nine issues) with “The Casualty and Surety Journal, 
Volume IX” stamped in gold, $3.25 postpaid. Green binding only. 
If you wish your name stamped in gold in the lower right-hand 
corner of the cover, add 50 cents. 

No orders can be accepted after February 11, 1949. It is ex- 
pected that delivery will be made within eight weeks after that date. 





INSURANCE FACT-0-GRAMS 





THE CINCINNATI FIRE DEPARTMENT 
WAS CALLED TO BURN DOWN “THIS 
House ’ IT WAS FALLING INTO 
RUIN AND WAS BURNED AS A 
MEASLIRE OF SAFETY” ve 
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7 be “) : T 
A SURVEY REVEALS THAT EVERY 
15 MINUTES 25 PERSONS ARE INJURED 
BY AUTOMOBILES IN THIS CouNTRY ” 
OVER $/75,000,000 |S PAID EACH 
YEAR BY INSURANCE COMPANIES IN 
SETTLEMENT OF AUTO ACCIDENT 
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$y 11H century 

ENGLAND, COMPANIES! 

Pr) WERE ORGANIZED 
TO INSURE “HORSES 

DYING NATURAL 

DEATHS, STOLEN OR 
DISABLED. PLso, 
INSURANCE AGAINST 

. SERVANTS’ THEFTS, 
- vo HOUSEBREAKERS, 
=a DIVORCE, EXCESSIVE 
DRINKING AND 

N-L¥. NUMEROUS OTHER 
RISKS! 











A WEBALTHY PARISIAN COMMITTED 
suicioe BY BATING AVS ENTIRE 
FORTUNE /N BANKNOTES ! 
AN AUTOPSY WAS PERFORMED 
AND THE MONEY RECOVERED / 


When A WORN CABLE SNAPPED IN 

A WEST COAST DEPARTMENT STORE 
ELEVATOR , I'T DROPPED 25 FEET 70 
THE BOTTOM OF THE SHAFT, INJURING 9 
CUSTOMERS! THEY ALL SUED AND COLLECTED/ 
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Usable Ideas for Today 


“Tue Most UNpERINSURED . . .” 

Is it animal? Vegetable? Mineral? 
It owns over $11,000,000,000 in per- 
sonal property, will have earned over 
$25,000,000,000 in 1948, makes up 
one-third of the population and is a 
current prospect for a brand new in- 
surance policy. “And yet,” says one 


insurance publication, “it is the most 


underinsured man in America.” “It 
is the farmer! 

Even though he needs 
and can afford the premiums, he has 
to be sold on the idea of carrying in- 
surance before anything can be done 
about him, and the Farmer’s Com- 
prehensive Personal Liability policy is 
a good entry. It is easy to understand; 
consequently it is easy to sell. And, 
it provides complete liability coverage 
for the farmer. 

The policy consists of two primary 
and two optional coverages. Coverage 
A pays damages, court costs and law- 
yers’ fees when the farmer is legally 
liable for property damage or bodily 
injury. 

Coverage B pays medical, surgical 
and hospital bills for each person 
who is injured. 


Insurance 


Optional coverage C pays for the 
death of livestock killed on a public 
highway by a vehicle not 
owned or operated by the insured or 
any of his employees. (This coverage 
is not available in some states. ) 

The fourth coverage is Employer's 
Liability and medical payments—also 
optional. This may be written in most 
states that do not require Workmen's 
Compensation insurance. 

Now is a good time to 
these prospects. 


motor 


contact 


Rough Notes 
x. 


THE AGENT AND THE Loss 

The local agent and the adjuster 
are practically the only people who 
come in contact with the insurance 
that in 1947 paid a fire insurance 
premium of more than $2 billion dol- 
lars and collected more than a billion 
dollars on losses handled by adjusters. 
This record could not have been ob- 
tained without the American Agency 
system. 

It is the agent’s responsibility to see 
that the public in his community is 
protected by insurance. It is likewise 
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his duty to see that the insured has 
the proper kind and amount of insur- 
ance upon which he can rely to make 
him whole in case of loss. The agent 
who writes the business must under- 
stand his clients’ problems. He should 
properly insure the risk to be pro- 
tected—an improperly written insur- 
ance contract handicaps the adjuster 
at the time when a perfect set of con- 
ditions should prevail. His clients 
should be fully informed about the 
insurance coverage, blanket, specific, 
reporting or whatever type of cover- 
age required, and equally important, 
the agent should issue the correct 
amount of insurance on the risk. The 
correct amount automatically 
co-insurance clause requirement val- 
ues whether they be stable or fluc- 


covers 


tuating. 

It is the agent’s duty to explain to 
the assured in detail pertinent facts 
pertaining to his insurance, thereby 
eliminating any misunder- 
standing of the coverage. It must al- 
ways be remembered that the buyer 
of property insurance places his future 
security in the hands of his agent and 
the company he represents. The local 
agent must always be conscious of the 
fact that in case of loss the coverage 
must be adequate to the contingen- 
cies which will, or may, be the out- 
growth of such a loss. Unfortunately, 
the adjuster runs into claims where 
the insurance is totally inadequate to 
comply with the insuring clauses in 
the policy contract. 


possible 


Recently one of the larger groups 
of insurance companies analyzed over 
a thousand use and occupancy claims 
and found the assureds had to stand 
an average of 36.7% of the 
cause of insufficient coverage to com- 
require- 


loss be 


ply with the co-insurance 


ments in the policy. We all know that 
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the cost of construction is more than 
double what it was in 1941—yet do 
clients have twice the amount of in- 
surance they were carrying in 1941 
on their property? What will the client 
think when he has a loss and suddenly 
learns that he will collect only fifty 
per cent, or less, of the value of the 
property destroyed? 

Uppermost in every agent’s mind 
is the uninterrupted and efficient ser- 
vice to his assured in processing a 
loss to the end that a draft will be 
delivered to the claimant with an ex- 
penditure of a minimum amount of 
time and effort in disposing of the 
claim. The agent should immediately 
report losses to the proper authority 
and this will greatly accelerate loss 
adjustment service. A great many de- 
lays have been due to lack of loss 
notices from the agents, because this 
delays the assignment of claim, and 
the home office not having prior no- 
tice of the claim before receiving 
proof of loss will delay the company’s 
issuing a loss draft. It is a very def- 
inite advantage in any adjustment if 
the local agent, who is personally ac- 
quainted with his client, will tell the 
adjuster something of the assured 
prior to the time the adjuster makes 
contact with the The ad- 
juster can then be guided by the ad- 
furnished and 
thereby made 


assured. 


vice and information 
the negotiations are 


easier. 


It is equally important for the agent 
to introduce the adjuster to the in- 
sured: furthermore, for the agent to 
express to the assured his confidence 
in the adjuster’s ability and fairness. 
When this is done, the agent paves 
the way for an adjuster and in such 


cases rarely do difficulties arise. 
«, 
—Condensed from Best's 

Insurance News 
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PLENTY OF Roo 

The pace at which Accident and 
Health Premium Volume has been in- 
creasing in recent years may possibly 
give rise to the impression that this 
line is approaching the saturation 
point. 

While it is true that remarkable 
strides in Premium Volume have been 
made especially since 1941, considera- 
tion of the factors contributing to the 
accelerated volume will disclose that 
there is still plenty of room for expan- 
sion and that there is an extensive 
market for further development. 

There was a time when estimates 
of potential Accident and Health Pre- 
mium Volume around the 
number of employed persons in the 
general population. Production efforts 
then were primarily 
upon selling men as the number of 
women regularly employed was rela- 
tively small, although some forms of 
coverage were available for women. 
Group beginning to 
make headway as employers became 
more the value of this 
coverage in generating and maintain- 
ing more satisfactory employer-em- 
ployee relations. 


centered 


concentrated 


insurance was 


conscious of 


Today, development of new and 
improved coverages for individuals and 
for groups, and the availability of cov- 
erages to a greatly enlarged field of 
prospects have been among the out- 
standing factors contributing to the 
progressive upswing in Accident and 
Health Premium Volume. Prospects 
are now to be found among the whole 
population. Not only are there policy 
forms for employed men and women 
on a flexible and selective basis, but 
coverages may now be provided for 
their dependents — housewives and 
children — such as Hospital Expense 
Coverage and Blanket Medical Ex- 
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pense Accident Indemnity. This in 
itself has been instrumental in greatly 
expanding the field of prospects and 
opening the way to many new sources 
of premium income for producers, 
thereby enhancing materially their po- 
tential commission earnings. 

Then again, the upward trend in 
Accident and Health premium writ- 
ings is also a reflection of the fact that 
the importance of having insurance 
protection to provide cash benefits in 
case of injury and sickness is being 
appreciated to a greater extent every 
year. Because of this favorable view- 
point there is an unusually receptive 
market for this coverage which is ac- 
tually inviting active solicitation by 


alert producers. 
This trend, coupled with the attrac- 
tive policy coverages available and an 


increasing population currently esti- 
mated in excess of 146,000,000, con- 
stantly replenishing the supply of 
prospects, affords producers unprece- 
dented opportunities to service the 
Accident and Health Insurance needs 
of more and more people, to augment 
premium and to enjoy en- 
larged commission earnings. 

—The General’s Review 


income 


THe LANDLORD AND THE TENANT 

Nowadays when the cost of living 
soars up and up and the top is yet to 
be reached, a question which, no 
doubt, many a person is, 
“What if my earnings stop?” 

A number of earnings can be in- 
sured. Among such insurable earnings 
are rents income and rental value. 

The nature of rents insur- 
ance concerns compensation for loss 
of income or loss of earnings from an 
investment in physical property. As 
we all know, the owner must regard 


comes to 


whole 
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his investment as a source of income 
out of which he will take money to 
pay taxes, mortgage interest, mortgage 
amortization, the cost of maintenance 
and repairs, and possibly get a little 
profit for himself or for reinvestment. 

Obviously, if the building or apart- 
ment he rents to others is for some 
reason so damaged as to be made 
untenantable, he is in for a serious 
financial loss, a financial loss in addi- 
tion to the cost of damage to the 
building. The same is true if he him- 
self has occupied the building and 
must seek a place elsewhere tempo- 
rarily and pay rent there. 

Rents insurance is the answer to 
preventing such loss of income or loss 
of earnings. Rents insurance pays for 
rents income or rents value lost dur- 
ing the time required (with due dili- 
gence and dispatch) to repair the 
property. During that time the owner 
has an opportunity to make repairs 
and has an opportunity to secure new 
tenants for his property. He probably 
can even arrange with his former ten- 
ants to resume their occupancy after 
repairs are completed. He can do all 
this and still receive the rents income 
he would have received had there 
been no interruption in tenancy due 
to fire or some other peril. 

It is odd, but nevertheless common 
to all types of earnings insurance that 
the public for some reason is blind 
or indifferent to the necessity of insur- 
ing the earnings from property, where- 
as no great amount of pressure or 
salesmanship is needed to convince a 
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property owner of the need of insur- 
ing his physical property. 

Apparently here is a field for the 
enterprising agent. 

A good time to introduce clients to 
rents insurance is when the fire policy 
comes up for renewal. Since the writ- 
ing of rents insurance is done by en- 
dorsements, simply by attaching a 
rent form to a standard fire policy, it 
is logical for you to suggest that he 
broaden his coverage by including 
rents insurance, too. The chances are 
good that you will sell him. 

It seems hardly necessary to say, 
but honestly and sincerely we do say, 
“Devote yourself to the study of the 
various forms of earnings insurance.” 
In this field only the surface has been 
scratched, and this is true whether or 
not you are thinking in terms of mer- 
cantile, manufacturing, or dwelling 
property. 

—Condensed from 
The Employer’s Pioneer 
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Keep Your BALANCE e 
Times like these emphasize the im- 
portance of having a balanced agency, 
that is, an agency that develops every 
line of business. Over a period of 10 
or 15 years almost every line has its 
day. It is regarded as good business 
at one time, and looked upon by un- 
derwriters with horror at another. 
Develop all the lines so that when one 
of them gets into the doldrums you 
will not suffer too much. 
—The Local Agent 


te 


You generally hear that what a man doesn’t know doesn’t 
hurt him, but in business what a man doesn’t know does 
hurt him. 


—E. St. Elmo Lewis, 
as quoted in The Marylander 
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Liability to Pedestrian—In order to 
avoid the ice and snow on a sidewalk, 
a woman was walking along a cleared 
path close to the building line. As she 
was passing a restaurant, the door at 
its entrance was, without warning, 
opened outward and violently, strik- 
ing her and throwing her to the 
ground. She and her husband sued 
the restaurant owner to recover for 
the resulting injuries. The jury de- 
cided that the restaurant was negli- 
gent in that there was no device on 
the door retarding or slowing its out- 
ward swing, and brought in a verdict 
for the plaintiffs in the total amount 
of $1,248. The judgment was affirmed 
on appeal. (Broyles v. Speer (Penn- 
sylvania 1947) 51 A. 2d 391.) 


a 
Liability of Manufacturer—A house- 
wife had opened her sofa bed for the 
purpose of storing bedclothes in the 
compartment provided for that pur- 
pose. She was sitting in front of the 
bed when one of the crosswise springs 
became detached and struck her in 
the right eye, causing a complete loss 
of the eye. She sued the manufacturer 
of the bed and recovered judgment on 
a jury’s verdict in her favor. The judg- 
ment was affirmed on appeal, the 
court holding that the injury was the 
direct result of the defective construc- 


Decisions 


GRELLER, 


XXXVI 
LL.B. 


tion of the sofa. (Simmons Company 
v. Hardin (Georgia 1947) 43 S.E. 
2d 553.) 
7 v 7 
Liability of Storekeeper—A housewife, 
while a customer in a self-service 
grocery store, unwittingly kicked some 
empty cardboard boxes piled up next 
to the aisle. The boxes toppled over, 
causing her to fall and fracture her 
hip. She and her husband sued the 
owners of the store. The jury brought 
in a verdict in favor of the husband 
and wife in the amount of $1,614.84. 
The plaintiffs asked for a new trial, 
claiming that the verdict was inade- 
quate, and this motion was granted. 
Affirmed on appeal. (Petey v. Larson 
(Washington 1947) 183 P. 2d 1020.) 
7 7 7 

Liability of Drugstore—A woman en- 
tered a drugstore and asked for a par- 
ticular brand of lipstick. She was told 
that it was not in stock and she then 
purchased another brand on_ the 
recommendation of the salesgirl. She 
contracted a skin infection as a result 
of using the lipstick and brought suit 
against the drugstore. She recovered 
judgment on a jury’s verdict in her 
favor, which was affirmed by the ap- 
pellate court. (Reynolds v. Sun Ray 
Drug Co. (New Jersey 1947) 52 A. 
2d 666.) 





The Winners—1948 


Perry H. Taft (l.), manager of the T. N. Boate (r.), director, public 
Association's Pacific Coast office in safety division, Association’s Acci- 
San Francisco, presents the Special dent Prevention Dept., gives Superior 
Award to Gov. Garvey of Arizona Award to Wisconsin’s Gov. Rennebohm 


ge CEREMONIES pictured above are important ones from the stand- 
point of highway safety, for they mark official recognition of sub- 
stantial increases in high school driver education courses throughout 
the nation. With the presentation of these bronze plaques, Arizona and 
Wisconsin joined the list of winners in the 1948 Driver Education Award 
Program of the Association of Casualty and Surety Companies. 

Based on the number of driver education courses in the secondary 
schools of the states, and on the number of eligible students enrolled 
therein, four awards are offered: the Award for Excellency of Achieve- 
ment (not given in 1948), the Superior Award, the Meritorious Award, 
and the Special Award for states not qualified for the Superior Award 
but with better records than those required for the Meritorious Award. 
In addition to Wisconsin, North Dakota was the only other state to receive 
a Superior Award during 1948. Other states which received awards in- 
clude: Special Award (besides Arizona)—Delaware; Meritorious Award 
—Illinois, Massachusetts, New Jersey, Virginia and West Virginia. 
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Two Mice in 


NCE UPON A TIME, two mice 

fell into a churn—the story 
goes. The milkmaid had left the 
churn half full of cream ready for 
the morrow’s butter making. One 
mouse, upon seeing that he couldn't 
climb or jump out and save him- 
self, gave up, sank and 
drowned. The other mouse, deter- 
mined to die trying, swam around 
and around the churn, looking for 
some solution. You know the rest. 
In the morning, the second mouse, 
tired but happy, seated on a fat 
pat of golden butter in the bot- 
tom of the dry churn, so upset 
the milkmaid when she came to do 
her day’s work that she overturned 
the churn and the mouse ran away 
home safe to his wife and young- 


was 


sters. 

Now Im not going to indulge 
in any of the ways of Aesop and 
hang signs around the necks of the 
mice, such as “Companies” and 
“Agents” nor label the butter pat 
“American Agency System,” or the 
milkmaid “Insurance Buying Pub- 


The time has come, says this 
author, for companies and 
agents, all as interested parties 
in the public interest, to sit 
down together and meet com- 
mon problems with common 
sense 


a Churn 


By JOHN C. STOTT 





lic” or “F.T.C.” or anything like 
that. But I think there is an implied 
moral in the story for all of us in 
the insurance business. There’s al- 
ways business to be done—cream 
in the churn. And if the companies 
and agents could be likened to the 
rodents of the fable, we know 
neither one of them is in the churn 
—yet. I hope they never will be. 
Certainly they never will be by 
their own design. I guess only 
negligence causes such accidents. 
(Webster says that an accident is 
“an event that takes place without 
one’s foresight or expectation, espe- 
cially one of an afflictive or unfor- 
tunate character.” It could happen 
to an otherwise healthy industry.) 

By nature our business is a con- 
servative one. We make haste slow- 
ly, and changes come only after 
long and careful study. To a degree 
that should be so. We are dealing 
in security, and if that can be called 
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a commodity, it is a product that 
cannot be packaged with premium 
box-top giveaways, and hawked on 
street corners. If such were the case 
the public would be leery of it, 
in all probability—and rightly so. 
But because by nature our busi- 
ness concerns itself with the busi 
ness of risk and loss and average 
of profitable and unprofitable un- 
derwriting and the successful o1 
unfortunate results thereof—we have 
developed a point of view, in my 
opinion, that borders on smugness. 
Because we can predict to the 
decimal point what the loss ex- 


perience of a standard risk will be, 


perhaps we have been too ready 
with the answer that categorically 
states what business we want and 
what we don’t want—when we will 
take or 
business which the public requests 


to protect goods or services. 


wont accept insurance 


We are in the position of yester- 
day’s cold-eyed banker who turned 
down the loan because it was a bad 
risk. He wasn’t interested in turn- 
ing it into a possible risk or a good 
risk, and an ultimate 
profitable business. He just closed 
the door. The loan went elsewhere. 
You or I might not agree that the 
client was as well served by the 
finance company that might take 
the business out of the community. 
But that client had a problem 
and he was bound to solve it, if 


piece ol 


there was a- solution within his 
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reach. Chances are he’d be slow 
to go back to the banker’s closed 
door a second time—or ever. 

Let us spread the doctrine of 
faith among our assureds as well 
as Our company executives. There 
are too uncertain and un- 
predictable individuals in our busi- 


ness today. Let us be honest with 


many 








John C. Stott 


ourselves. Let us as individuals, as 
part of this great public service 
institution, stop talking and doing 
things for the sole purpose of 
studying “cause and effect.” I have 
said before and I repeat—let us 
stop playing with dolls in the back 
vard and realize that we are grown- 
problems and 


ups with serious 


obligations. Let everv segment of 
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our business come to know that 
we—not only individually, but joint- 
ly—face common problems. Let us 
meet common problems with com- 


mon sense, 
Str Down TOGETHER 


The time has arrived when, if 


we as an industry are to move for- 
ward to accomplish the things ex- 
pected of us, we must sit down 


together, companies and agents, 
all as interested parties in the pub- 
lic interest, and solve our internal 
problems across the table. Then 
with a united front we must move 
forward to meet the demands, and 
there are which face us. 
Perhaps all of us, companies and 
warning 


many, 
agents, could heed the 
handed down 
“United we 
fall.” 

One of the prime objectives of 
the present administration of the 
National Association of Insurance 
Agents is to work with company 
and all 


generations ago 


stand—divided we 


organizations producers’ 
organizations in every field of in- 
surance, to bring about a compre- 
hensive study and analysis of our 
common problems. I see no other 
method of accomplishing the unity 
that is so vitally necessary in our 
business. 

It is my feeling that both agents 
and companies are going to see a 
mild revolution in the long estab- 
lished procedures in our business. 


TWO MICE IN A CHURN 


National economic trends and world 
events are shaping new thinking in 
the ranks of industry, and we like 
others must adjust to these changes. 
We can not stand on a way of 
doing things just because they have 
been done that way for half a cen- 
tury. 

Certainly we must profit by the 
experience of the past, but we must 
institute studies continually and 
inject new thought into our busi- 
ness if we are to meet the-unpre- 
cedented demands of the business 
and the requirements that this new 
era is producing. It will be well 
for all of 


these new ideas in relation to our 


us to measure some of 


own business operations and try to 
arrive at conclusions that will be 
proper in the public interest and 
efficient for our industry as well 
as consonant with good business 


principles. 
QUESTION OF Fire Poticy TERMS 


Changes in the term rule for fire 
insurance are being discussed. Is 
there an element of discrimination 
as this rule now operates? Will the 
five-year term for a policy be con- 
tinued? Will the three-year term 
be discontinued? If the three-year 
term is continued, will a three-year 
policy be written for 2% annual 
premiums or will it be written for 
three annual premiums less 10 per- 
cent as are some forms of insurance 
in the casualty field? What does 
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Let us spread the doctrine of faith 


the public want in respect to term 
insurance? What do the agents 
want? How would agents and com- 
panies meet the tremendous addi- 
tional detail—if term insurance is 
abolished or restricted? Insurance 
supervisory officials and compa- 
nies are studying these things. It 
is time that we start to form con- 
clusions from our standpoint and 


from the standpoint of the public. 

Plans are already filed in some 
states for gradation of commission 
according to the size of the risk in 
the liability field. Have you thought 
that through in your state? If these 
plans reduce agents’ income, as 
they will in many cases, have you 
considered the necessity of service 
charges on small risks to cover cost 





TWO MICE 
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of servicing and writing this class 
of business? If gradation of com- 
missions on risk premium size 
comes and you ask for service 
charges on small business to offset 
possible loss, are you prepared to 
substantiate your request with facts 
and definite operating costs? It 
would be well to be ready. 

Are the agents of this country 
giving sufficient thought and study 
to the fast-growing school of 
thought in company and agency 
ranks that indicates there is think- 
ing along the line that each indi- 
vidual line of insurance written by 
the company through agents must 
stand on its own feet, premium- 
wise, loss-wise, company expense- 
wise and commission-wise? In short, 
many believe that each line of in- 
surance must be self-sustaining. 

Are we sufficiently aware of the 
studies in progress that are de- 
signed to eliminate duplication of 
detail work in bookkeeping pro- 
cedure in company offices and in 
the offices of the agents? Studies 
are being made of the English sys- 
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tem of insurance in an effort to 
curtail the writing of renewal poli- 
cies and substitute a billing system. 
Studies are in progress to avoid the 
inclusion in the printed policy of 
standard provisions. Less than 1 
percent of the insuring public reads 
these provisions. Studies are being 
made to determine the possibility 
of eliminating all removal endorse- 
ments carrying additional or return 
premiums on household personal 
property fire insurance. It is thought 
that this will curtail detail work. 
These are but a few of the prob- 
lems facing the agents and the 
companies. What will 1949 bring 
as answers to some of these prob- 
tell. But 
thing is certain—working together 


lems? No one can one 


closer, agents with their companies 


individually, producers’ associa- 
tions and-company groups—all com- 
bining their efforts for results in 
the public interest, we will go a 
great deal further in industry prog- 
ress than any of us can presently 
realize. 


Too Late 


Sam: 


“You say Rastus am in de hospital? What happened?” 


Mandy: “Oh, he jes’ came down de ladder ten minutes afte1 


it had been tooked away.” 


—Rough Notes 
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Six Years Ago 


Within the past three years, we have witnessed a virtual revolution in under- 
writing practices, policy forms, rate structures and numerous other details 
pertinent to the agency business. . . . The alert agent has capitalized on these 
changes by studying them out of office hours and by using the working hours 
to get them promptly to his clientele. Where this has been done, it has resulted 
in the securing of additional business through broadened coverage or through 
the securing of business from a not-so-alert competitor.—Major W. E. Harring- 
ton, “Cheating the Time Cheaters.” 


Four Years Ago 


It is not hard to visualize the expansion of business and industry toward which 
we may confidently look when America comes back to a peacetime basis. . . . 
Accompanying this enormous prospective program will be the expanding insti- 
tution of casualty insurance. Wherever the wheels of factories turn, wherever 
automobiles throng the highway, wherever men resume their tasks of making 
a living . . . casualty insurance is needed in one form or more.—Joseph F. 
Matthai, “Careers in Casualty Insurance.” 


Two Years Ago 


The business of insurance agents must be elevated to where it is regarded as 
a profession, . . . handled by men and women acknowledged to be professionals. 
To bring this about, we must constantly aim to raise our standards, make our 
qualification laws broader and more exacting, as has been done by the medical 
profession, the lawyers, and others whom the public recognizes and accepts as 
having professional status. . . . In so doing, we will make the greatest con- 
tribution in the interest of the public and build a structure of such permanence 
that no other system of insurance distribution can endanger it.—Guy T. War- 


field, Jr., “The Year Ahead.” 
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Enforcement: 


HE TIME HAS COME to do some 
f pies thinking and _ frank 
talking about the kind of motor 
vehicle laws we have throughout 
our country and how they are be- 
ing enforced. 

Safety specialists know that the 
key to the most effective and im- 
mediate prevention of accidents is 
the impartial enforcement of sound 
traffic and motor vehicle licensing 
laws. This not belittle the 
very great importance of engineer- 
ing and education; but the most 
modern highway becomes a dan- 
gerous thoroughfare for the reck- 
less driver, and the best informed 
motorist on the road is a hazard if 
he does not obey the rules he has 


does 


learned. 

Hence, enforcement—that force 
which congeals facility and under- 
standing into necessity—takes top 
billing in the prevention of street 
and highway accidents. Obviously, 
coupled with enforcement is the 
requirement that the laws shall be 


5 


Although motor vehicle admin- 
istrators generally are giving 
earnest attention to moderniz- 
ing and strengthening driver 
licensing requirements, shock- 
ingly substandard laws still ex- 
ist in more than half the states 


Key to Safety 
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By J. DEWEY DORSETT 


adequate and sound. In the light of 
these facts, let us ask ourselves two 
very blunt questions: 


1. What kind of motor ve- 
hicle laws do we have in 
this country? 

How are they being en- 
forced? 


The record furnishes the answer, 
and it isn’t very pleasant. I think it 
can be said that in most, perhaps 
even all, of the states the traffic 
laws—that statutes regulating 
speeds, operation, etc.—are gener- 
ally sound and adequate, except for 
some spots where dangerously ex- 
cessive speeds are permissible. But 
when we turn to the motor vehicle 
laws, which govern the age, ability 
and licensing of drivers, we find a 
much different situation. 

In the great state of Michigan, 
of the 


is, 


for instance, where most 
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world’s motor cars are made, a 14- 
year-old boy or girl is permitted to 
drive an automobile. When you re- 
member that the average 14-year- 
old is an eighth grader, it is not 
difficult to decide whether one so 
young should be trusted to operate 
a ton or more of lethal steel over 
crowded highways. 


FURTHER EXAMPLES 


New Mexico and South Carolina 
also license youths of 14 as drivers, 
while Arkansas, California, Florida, 
Kansas, Nevada, 
North Dakota, Ohio, Oklahoma, 
Oregon, Tennessee, Texas and 
Wyoming grant licenses at that age 
for certain restricted operations of 
motor vehicles. South Dakota fixes 
15 years as the minimum age for 
drivers but requires no_ license 
whatever —just get behind the 
wheel and hope the rabbit’s foot 


Indiana, Iowa, 


works! 

Even in Maine, Minnesota, Mon- 
tana, North Carolina and Wyoming, 
the age for unrestricted operation 
of an automobile is 15 years. In 
Idaho, Nebraska and New Jersey a 
16-year-old can get a chauffeur’s 
license to drive a school bus! As 
regards an examination to deter- 
mine the fitness of applicants, in 
some states examinations follow pat- 
terns devised more than 20 years 
ago, while in others the examina- 
tions are described as “sketchy” at 
best. In Minnesota no examination 
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is given unless the applicant for a 
driver's license is 80 years old or 
physically handicapped! 

The result of this shockingly sub- 
standard licensing pattern is that 
many automobiles on the road to- 
day are driven by persons who are 
mentally or physically unqualified 
to do so. Mental degenerates or 
persons with physical disabilities 
so severe as to all but incapacitate 
them can get behind the wheel of a 
car and roar through traffic at will 
—each one an imminent menace to 
the lives of everyone within strik- 
ing distance. 

RECOMMENDED PROGRAM 

Such an appalling situation has 
led the American Association of 


Motor Vehicle Administrators to 


recommend a standard program for 
licensing drivers having disabilities, 
designed to increase driving skill 
acci- 
It would be wise to take 
note of these recommendations, be- 
cause they parallel the thinking of 


requirements and _ reduce 


dents. 


our own safety specialists and 
strengthen the insurance industry’s 
belief that the principal reason for 
making an operator’s license obliga- 
tory is that of safety. The recom- 
mendations are: 

1. Unification of 
trative procedure so that 
any special class of ap- 
plicants may be treated 
with some degree of sim- 


adminis- 
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ilarity, as between states, 
in the interests of -fair- 
ness and safe operation. 
Improvement in methods 
of determining physical 
and mental qualifications 
of applicants to disclose 
more efficiently the na- 
ture of disqualifications, 
if any, and thereby de- 
termine the remedy. 
Development in the in- 
terests of accident pre- 
vention of a plan of pro- 
cedure which will elimi- 
nate those applicants or 
already licensed opera- 
tors found to be wholly 
disqualified as safe driv- 
ers. 

It is heartening to note that the 
motor vehicle administrators of the 
states are giving earnest attention 
to the very serious problem. of mod- 
ernizing and strengthening thei: 
driver licensing laws, but the fact re- 
mains that laws are still antiquated 
and inadequate in many states. It 
is also good news to learn that the 
states are cracking down with more 
strict enforcement of their licensing 


requirements, but there is a dis- 


couraging note in this, too. 

In 1947, for instance, some 430,- 
000 drivers’ licenses were revoked 
for various violations of the licens- 
ing laws. This was 112,000 more 
revocations than in 1946. When 
you remember, however, that there 


were about 53,000,000 persons li- 
censed to operate motor vehicles in 
the United States in 1947 and that 
this was a sharp increase over pre- 
vious years, the percentage com- 
parison dwindles. 

When we turn to the question of 
how the traffic laws are being en- 
forced, the situation is no better. 


J. Dewey Dorsett 


Look at the record. In the single 
year of 1947, there were 8,400,000 
reported motor vehicle accidents in 
the United States—and it is well 
known that reporting methods in 
some states are inadequate. Putting 
it another way, an average of ap 
proximately one out of every six 
vehicle 
volved in an 


was in- 


1947. 


motor operators 


accident in 
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Speeding, drunken driving and 
reckless driving were the primary 
causes of these accidents, and every 
such case was a clear violation of 
state laws. 

The American people paid dear- 
ly for that. astounding record. 
More than 1,460,000 men, women 
and children were injured in those 
accidents—a third of them crippled 
for life. Another 32,300 


women and children were killed. 


men, 


The economic loss was more than 
$2,650,000,000. How long can any 
nation, even the richest in the 
world, stand a bill like that? How 
much bigger will the bill be this 
year, when there is every prospect 
that there will be more cars on the 
roads, and that these cars will be 
than ever be- 
53,000,000 
390,000.- 
20.000,- 
1947. 


more miles, 
The 


CON ered 


driven 
fore? country’s 
drivers about 
000,000 miles last 


000,000 miles more than in 


year 


PuRPOSE OF A LAW 


The primary purpose of a law is 
that of molding public opinion to- 
ward respect for and_ voluntary 
obedience of that law. This is par- 
ticularly true of a law that directly 
affects such a large proportion of 
the people as do traffic statutes. 
The law also provides punishment 
for those who violate it. Punish- 
ment may take the form of a warn 
ing in court for mild first offenses, 


fines for more serious or repeated 
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violations, or imprisonment in the 
most severe cases. There is also the 
revocation of driving privileges. 
The purpose of all such punish- 
ment is not merely to compel one 
person to respect the law, but to 
mold public opinion generally to- 
ward respect of the law and there- 
by make its enforcement voluntary. 
When the police fail to arrest vio- 
lators of the traffic laws, and courts 
fail to impose punishment that is 
commensurate with the offense, re- 


spect for those laws will certainly 


collapse. Obviously, there is not 
traffic 


among present-day motorists. The 


sufficient respect for laws 
rising rate of motor vehicle acci- 


dents seems ample proof, even 


without the added warnings of 
state motor vehicle administrators, 
that traffic violations are on the in- 


crease. 


HuMAN FAULT THE CHIEF CAUSE 


It has been proved time and 
again that over 95 percent of all 
motor vehicle accidents result from 
some human fault. In some cases 
this may be bad judgment or mis- 
understanding, but in a majority 
the human fault is one which Jeads 
the driver to deliberately or un- 
thinkingly violate a traffic regula- 
tion—thus leading himself or others 
to death, injury or loss of valuable 
The show-oft 
driver who speeds through traffic is 


property. reckless, 


deliberately flaunting the law. The 





1949 ENFORCEMENT: 


KEY TO SAFETY 


Enforcement takes top billing in the prevention of highway accidents 


preoccupied, day-dreaming driver 
unthinkingly violates a stop-sign 
regulation because his respect for 
the law is not sufficient to keep him 
alert to its requirements. 

It would be unfair to say that 
inadequate laws and lack of en- 
forcement are wholly ‘responsible 
for our nation’s shocking accident 
record, it 
fully denied that they bear a 


but cannot be success 


very 


substantial share of the responsi- 
bility. If every state had sound li- 
censing laws competently enforced, 
and if the traffic laws were also 
justly enforced, the resultant de- 
crease in accidents would amaze 
the nation. 

It is difficult to understand why 
so many states hesitate about mod- 
ernizing their licensing laws and 
why so many communities suffer 
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from obvious lack of enforcement 
of traffic laws. It cannot be said 
any longer that the public resents 
the adoption of sound laws and 
their competent enforcement. On 
the contrary, the public—including 
the motoring public—very definitely 
does want better laws and better 
enforcement. This was conclusively 
shown in a public opinion survey 
that was made for the National 
Committee for Traffic Safety. 

One of the questions asked of 
people in all walks of life and liv- 
ing in all types of communities 
was: “Do you think traffic regula- 
tions around here (meaning the 
community) ought to be enforced 
more strictly or less strictly than 
they are now?” Here is how the 
people answered: 

More strictly enforced 

Less strictly enforced 

About the same as now 

No opinion 


Note that 
percent who wanted less strict en- 


and remember one 


forcement! What are we waiting 
for! Why should any public official 
or civic organization hesitate about 
enforcing the law when 71 percent 
of the people say: “Enforce the 
regulation!” “Fine them!” “Make 
them obey the law!” Those are 
statements made by the people. 
Further, unequivocally they de- 
clared their willingness even to pay 
more taxes if that was necessary to 
make the streets and highways 
safer for everyone. 

Perhaps the answer lies in lack 
of leadership to congeal that kind 
of public opinion into an irresist- 
ible force for action. The Associa- 
tion of Casualty and Surety Com- 
panies cannot hope to provide such 
leadership at the community level, 
where it must start. But the repre- 
sentatives and spokesmen of insur- 
ance in every community can do it. 
Bringing that fact home to the en- 
tire industry will be one of our very 
top objectives this year—and every 
year hereafter until the goal of de- 
cent safety is attained. 


Short and Sharp 


Reply in response to a landlord's notice to vacate the prem 


ises at once 
Si 


I remain 


Yours truly. 


Canadian Underwriter 





“The 


Customers 


We Certainty ARE INTERESTED! 
Winnipeg, Manitoba, Can. 
Dear Editor: 

We have a complete set of bound 
volumes of THE CASUALTY AND SURE 
ry JourNAL, with the exception of 
No. 8, Volume VIII, which would be 
dated November 1947. We wonder if 
it would be possible for you to send 
us a copy of this missing number. 

You may be interested to know that 
the complete set is frequently placed 
on a reference table between book- 
ends, and the executives, agents and 
students who use the library often 
benefit by reading the articles con- 
tained in the earlier numbers as well 
as the current ones. 

Viotet B. Parxer, Librarian 
The Western Canada Insurance 
Underwriters’ Association 


FROM THE AUTHORS 
Omaha, Neb. 
Dear Editor: 

We are very happy over the play 
you have given our “Hey Bob” pro- 
gram. 

It might be of interest to you that 
we have made a sublease from this 
office concerning the article. The de- 
scription of the article, the name of 
the magazine and its sublease were 


Always Write” 


carried by news press and radio in 
this area. 

If possible, we would like to have 
for our own specialized local sublease, 
about 50 copies of this issue. The 
tear-sheets of pages 29 and 80 will be 
sufficient for our purposes, but you 
might get more recognition if you 
find it possible to send 50 copies of 
the entire magazine. 

Harowp E. Porr, Jr. 
Director, Public Relations 
Omaha Safety Council 


He Gers WHat HE Wants 
Clarksburg, W. Va. 
Dear Editor: 

Your very interesting October issue 
prompts me to tell you how much I 
appreciate your sending THE JouRNAL 
to me. 

This issue, for example, has a very 
satisfactory article on product liability 
insurance. [“The Forgotten Window,” 
by James C. Stewart.—Ed.] It gives 
the kind of information on this type 
of coverage which we, as lawyers, 
need to know in order to advise our 
clients. of their need for such coverage. 
Information of this kind is hard to ob- 
tain—at least I have difficulty in secur- 
ing it—for my own use and for the 
education of our younger lawyers. 
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The article on page 57 [“The Buyer 
and the Agent,” by Henry Anderson. 
-Ed.] is also helpful as indicating the 
proper approach toward the buying 
of insurance. 

Your magazine is passed around to 
the other lawyers in our firm, and I 
am sure each contributes in 
some way toward our better insurance 
education. 


issue 


ArcHo M. CANTRALL 
Stathers & Cantrall 


THE RATING SERIES 
Buffalo, N. Y. 


More Aspout 
Dear Editor: 

I have a class of 30 students in an 
advanced insurance course, and I 
would like to assign to them for read- 
ing the articles on rates and ratemak- 
ing which have appeared in your 
JouRNAL, as listed below. 

J. P. H. deWindt, “Boiler and Ma- 
chinery Rating” 

L. A. Sawyer, “Burglary and Glass 
Ratemaking” 

J. M. Cahill, “Individual Risk Rating 
Plans” 

T. O. Carlson, “Principles of Rate- 
making” 

W. H. Brewster, “Auto Liability 
Ratemaking” 

Milton Acker, 
Ratemaking” 

It would be to obtain 
about ten copies of each of these ar- 
ticles in order to place them in the 
library here, and I will send you a 
library order for the same. 

The articles are excellent and would 


“General Liability 


necessary 


be very useful to us, so I hope re- 


AND SURETY JOURNAL 


prints are available. Many of the 
other articles which appear are ex- 
ceedingly useful as educational ma- 
terial, but articles on ratemaking are 
especially so because so little material 
on this phase of the business appears 
in print. 
Rospert Reece. 
Professor of Statistics 
and Insurance 
University of Buffalo 


Baltimore, Md. 
Dear Editor: 

I am currently engaged in prepar- 
ing for the part two examination of 
the CPCU program which, as you no 
doubt know, is largely based upon 
rates and rating in the fire and cas- 
ualty field. It has been called to my 
attention that Tue CasuaLTy AND 
SurETY JOURNAL contains a series of 
informative articles on rates and rat- 
ing in the casualty field, and un- 
fortunately this series of articles is not 
available in our office. 

I would greatly appreciate it if you 
could mail me a copy of each JourNAL 
published, beginning with the January 
1948 edition (and prior editions if 
such articles began before then). This 
seems ‘essential information, not only 
for me personally, but for the entire 
group studying locally; and any as- 
sistance you may render will be greatly 
appreciated. 

W. F. Jones 
Poore, Bowen, Bartlett & 
Kennedy, Inc. 


Ed. |] 


[The reprints have been sent. 


de 





RayMonp N. Caverty has been vice 
president of the America Fore Insur- 
ance Group since 1947, and before 
that was vice president of the Fidelity 
and Casualty Company of New York 
for 15 years. Earlier in his career, he 
spent 18 years in the claim depart- 
ment of the Globe Indemnity Com- 
pany, acting as manager for the last 
nine years of that period. (Claims and 
Public Relations, page 23.) 

J. Dewey Dorsett is general man- 
ager of the Association of Casualty 
and Surety Companies. He has been 
a frequent contributor to THe Jour- 
NAL. (Enforcement: Key to Safety, 
page 55.) 


WALLACE Fatvey is president of the 
Massachusetts Bonding and Insurance 
Company, to which he has devoted 
his entire business career. He was 
executive vice president in charge of 
the company’s New York office for 
many years and succeeded to the 
presidency upon the death of his fa- 
ther. An ardent advccate of public 
safety measures, for eleven consecu- 
tive years he has been chairman of 
the Advisory Committee of the Asso- 
ciation of Casualty and Surety Com- 
panies’ Accident Prevention Depart- 
ment. He is president of the American 
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Museum of Safety and also of the In- 
ternational Association of Casualty 
and Surety Underwriters. Received his 
A.B. degree from Harvard University 
and was an Ensign in the United 
States Navy during World War I. 
(The Status of Our Industry, page 1.) 


Martin W. Lewis has been general 
manager of the Surety Association of 
America since October 1947, when it 
merged with the Towner Rating Bu- 
reau. He was president of the latter 
organization from 1938 until that 
date. Associated with the National 
Surety Company from 1912 to 1923, 
he had become superintendent of the 
fidelity department before he left to 
serve as assistant manager of the Rat- 
ing Bureau. He held that office until 
becoming president. ( Fidelity and Sur- 
ety in Review, page 18.) 


Wittiam E. McKeE tt, president of 
the New York Casualty Company and 
vice president of the American Surety 
Company, is president of the Associa- 
tion of Casualty and Surety Compa- 
nies. He joined tlie American Surety 
Company in 1909 and in 1912 was 
appointed manager of the Salt Lake 
City branch office. He came to the 
New York home office as vice presi- 
dent in 1926 and was elected first 
vice president in 1945. He was chosen 
first vice president of the Surety Fire 
Insurance Company in 1945 and 
elected a vice president of the New 
York Casualty Company (a subsidiary 
of the American Surety) in 1929, ex- 
ecutive vice president in 1930 and 
first vice president a year later. He 
became its president in 1982. Vice 
president of the Association of Cas- 
ualty and Surety Companies, 1946- 
1947, he became president in 1948. 
Past president, Insurance Society of 


New York and the New York Board 
of Trade; past director, Chamber of 
Commerce of the United States. (Cas- 
ualty Insurance in 1949, page 11.) 


Haroip V. SmirH has devoted most 
of his business career to insurance. 
After joining the Franklin Fire Insur- 
ance Company in 1929, he was elected 
president and director of that compa- 
ny and the Home Insurance Com- 
pany. Subsequently, he was elected 
president and director of other fire 
insurance companies of The Home 
Fleet which merged with the Home 
in 1948, and is also president and di- 
rector of the Home Indemnity Com- 
pany, and trustee and director of sev- 
eral other organizations. He is a di- 
rector of the Insurance Society of New 
York and past president and director 
of the Insurance Society of Philadel- 
phia. Long active in the National 
Board of Fire Underwriters, he is now 
on the executive and finance commit- 
tees. (Fire Insurance in ’49, page 35. ) 


Joun C. Srort, a local agent in Nor- 
wich, N. Y., is president of the Na- 
tional Association of Insurance Agents. 
He entered the insurance agency busi- 
ness 25 years ago and for a short time 
was New York State manager and 
resident vice president of the National 
Surety Company. He opened his pres- 
ent agency in 1928. He is vice presi- 
dent of the Insurance Federation of 
New York. (Two Mice in a Churn, 
page 49.) 
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